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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


KHEYNMAN EXAMINES NEW PRODUCTION INTENSIFICATION POLICY 


Novosibirsk EKONOMIKA I ORGANIZATSTYA PROMYSHLENNOGO PROIZVODSTVA in Russian 
No 5, May 81 pp 20-35 


[Artic.e by Professor S. A. Kheynman, doctor of economic sciences, Institute of 
Economics, USSR Academy of Sciences, Moscow: "Production Intensification and 
Technical Policy in the Eighties"] 


{Text] The 26th Congress of the CPSU ratified the basic directions of economic and 
sociai development of the USSR in 1981-1985 and for the period up to 1990. This 

is a new, important stage in history. The Soviet Union is a mighty industrial 
power. The nation’s wealth has grown on a vast scale. Not counting land and 
timber, national wealth in 1979 exceeded 2.5 trillion rubles including 1076 billion 
rubles in productive fixed capital. By the early part of 1980, nonproductive 

fixed capital amounted to 562 billion rubles compared with 241 billion rubles in 
1965. 


Considerable resources and efforts have been directed tcward the development and 
augmentation of fixed capital of branches responsible for securing further improve- 
ment in the people's well-being. Between 1965 and 1979, fixed capital in the form 
of housing more than doubled (increased From 159 to 324 billion rubles), increased 
2.9 fold in the realm of municipal and consumer services, and 3.2 fold in the 

area of health care and education (from 31 to 98 billion rubles). 


The country's scientific potential is on the rise. By the early part of 1980, the 
USSR numbered 1,341,000 scientific workers or one-fourth of the total number of 
scientific cadres in the world. Major successes of Soviet science are generally 
recognized. 


At the same time, in the 1970's there was a significant slowdown in the growth rate 
of many key indicators. The average annual growth rate of national income in the 
8th, 9th and 4 years of the 10th Five-Year Plan was 7.1, 5.1 and 3.8 percent, 
respectively; tle ,rowth rate of industrial output was 8.4, 7.4 and 4.4 percent; 
agricultural output--{based on the average annual volume for each of the pericds)-- 
3.9, 2.4 and 1.6 percent. 


Not only is there a slowdown in the relative magnitude of the growth of the volume 
of production (the slackening of the growth rate)but for a number of items, there 

is a reduction in the absolute increase in the magnitude of increase coupled with 

a Significant increase in the resource base. Productive fixed capital in the 








national economy in the three quinquennia under discussion” increased (on an average 
annual basis) by 8.1, 8.7 and 7.6 percent, respectively; fixed capital in industry ,- 
increased by 8.7, 8.6 and 7.6 percent while fixed capital in agriculture increased 
by 6.5, 9.4 and 7.6 percent. This means that there was a decline in the output 

per unit of productive fixed capital, i. e., the use of production resources 
deteriorated. The implementation of the decisions of the 26th Party Congress will 
mean that these negative trends can and should be corrected in the USSR economy in 
the 1380's. 


One of the strategic features of economic development in the llth end 12th five-year 
plans will be that all technical, structural and organizational decisions will be 
oriented toward resource conservation. At the same time, each branch will resolve 
its own urgent tasks and specific problems. "But there are problems," L. I. Brezhnev 
stated at the 26th Party Congress, "that ence »ass all spheres of the national 
economy, and the most important o* them is to complete the transition to the 
primarily intensive avenue of development." The party's intensification policy 
orients our economy toward the further enhancement of the effectiveness of social 
production, of labor productivity, and toward the increased social and labor 
activism of the Soviet people. 


The intensification of production conserves social labor per unit of end result. 

In ur view, this means the saving of live, past and future labor. Consequently, 
the problem is not only to reduce the labor-, capital- and materials-cutput ratio 
but is also to conserve expenditures of future labor through the optimal use of 
resources already drawn into production. The economy of aggregate expenditures, 

i. e., the realization of a summary effect such that the results of production grow 
more rapidly than expenditures on production, is the criterion of intensification. 


The intensification of social production under socialism presupposes a national 
economic approach to resource utilization, i. e., the saving of aggregate expend- 
itures by both the producer und consumer of a given product. Here is one example. 
The expansion of the mix of rolled metals, the increase in the number of shapes 
and sizes, and the production of finished rolled metal that more closely approxi- 
mates the shape of the product to be produced from it increase ferrous metallurgy's 
costs and affect the labor-, capital- and materials-output ratio even though 

they provide an immeasurably greater effect to its customers in machine building 
and construction. 


The improvement of structure usually means a larger saving of social labor than 
the saving that could be realized from tooling up within the framework of 
traditional structure. for example, of the 4.65 million workers in retail trade, 
over 1 million are engaged in sorting and packaging operations that always entail 
unjustifiably large expenditures of labor, substantial losses of products, ind 
theft. It would be better if these operations were performed by the enterprises 
in the given branches of the food industry. The higher costs of industry will 

be compensated many times over by the saving in retail trade. 


Many similar examples could be cited. What they boil down to is the fact that 
the implementation of the intensification policy presupposes that every branch that 





*Four years of the 10th Five-Year Plan. 











makes technological and organizational decisions and that evaluates their 
effectiveness strives not only to improve the input-output ratio but also considers 
and orients itself toward the effect enjoyed by the users of its product. In this 
regard, all additional costs sustained by the producer and the additional effect 
enjoyed by the customer must be properly evaluated and considered in the pricing 
process. It is also essential that progressive solutions be actively stimulated 

in the compilation of plans of the various branches and in the elaboration and 
ratification of standards. 


In our oDdinion, standards are still far from sufficiently used as a lever for 
improving the organization of production. After all, such highly progréssive and 
absolutely necessary decisions as the decision to increase the level of 
standardization in the design and fabrication of unitypical or similar -ypes of 
equipment, to increase the number of shapes and sizes of rolled metals, to ensure 
the production of a sufficient number of acsemblies and parts to be used as replace- 
ments or spare parts, the packaging of foodstuffs in the process of their production, 
etc., can and should be provided for in the standards and thereby should become 
law and obligations that are ratified and monitored by the state. 


There is also inother national economic aspect of intensification--the extraction 
and productive utilization of all useful components contained in raw materie_s or 
Supplies. However, in actual practice intensification is frequently replaced by 
departmentalism. Enterprises that mine iron ore for ferrous metallurgy often 
discari embedded nonferrous and rare metals together with the barren rock. 
Nonferrous metallurgy enterprises "reciprocat2"” by throwing away embedded ferrous 
metal ores.... 


The question of instituting payments for mineral resources has long been the 
subject of discussion in the press. The time has obviously come for geologists 

to evaluate to the best of their ability all useful components contained in ore 
deposits. Standard payments for rineral resources must also reflect the value of 
collateral useful comp »nents of ores. This must motivate the developers of 
deposits to extract all useful components. This will mean a saving of future labor 
that would otherwise be required to extract what are usually very costly 
"ccllateral" components. 


Losses of raw materials, supplies, semifabricates, and final products in all stages 
of reproduction are the direct opposite of intensification. Many participants are 
involved in preserving the final resu’ts of production. All of them must make 
their contributicn to preserving the integrity of the final results of production 
of the social preduct all the way from the production, circulation of the product 
to its sale to the customer. 


Intensification must also save production time and at every stage create conditions 
for the attainment of the goals of development in the shortest possible time. 

This aspect of intensification and effectiveness has not been properly included in 
planning, accounting and statistics. Plan-related calculations of the duration of 
the production cycle of a given product--from the production of blanks to the 
assembly of the product, to the testing of the product, and the shipment of the 
finished product to the customer, including all interoperational functions--are 

in a number of instances made only in heavy machine building and are made with 
considerable less frequency in other branches. No statistics are kept on the 
duration of the production cycle. Unjustifiab’y little attention is devoted to 








losses of time that reflect and characterize shortcomings in production tech- 
no.ogy and organization in time and space: in the planning of shops, production 
sectors, control points, warehouses; in the technical level and system of the 
transportation-warehouse service, communications, interdependences between shops 
and sectors, in the dispatching service, etc. 


One more important aspect of intensification involves the problem of quality. 

I. seems to us that an increase in the quantity of output without the systematic 
improvement of the quality of the products (if we proceed from the priority of 
social needs) is a manifestation of extensive trends in development. 


When we examine problems of intensification, we must take care not to confuse two 
different concepts: intensive (and, naturally, extensive) factors and the 
intensive (and extensive) avenue of development. One frequently reads and hears 
that an increase in fixed capital and in capacities is an indication of the 
extensive avenue of development. This is not correct. 


In all stages of development, socialist expanded reproduction has always included 
extensive and intensive factors: the utilization of additional productive capital, 
natural and labor resources, and their more rational and productive use. It is 
very difficult to demarcate these economic growth factors all the moreso because 
newly utilized resources in combination with new technology usually promote the 
intensive movement of the entire production process. 


Extensive factors are always present in one degree or another in the economic 
growth process. However the existence of these factors is not a basis for saying 
that the avenue along which a given type of production is developing is extensive. 
If the technical level of production is raised, if existing and new resources are 
used quite completely and, above all, if the growth of the results of production 
is relatively more rapid than the growth of the aggregate volume of expended 
resources, the productivity of aggregate social labor is raised and the avenue of 
development is intensive. 


At the same time, it must be considered that such use of the country's natural 
resources that is fraught with higher costs in the future will mean higher 
aggregate inputs of social labor and must influence the general evaluation of the 
character of economic growth. .- 

The distinguishing feature of the extensive approach is not so much the use of 
additional labor resources and means of production (productive capital) in 
production as the stable or growing size of resource volume in relation to 
specific outlays. 





Practice shows that development along intensive lines is by no means always 
automatic. There is a need for the adoption and consistent impelementation of 
measures that would make it possible to overcome extensive trends that system- 
atically originate as a result of the striving of enterprises, associations and 
sometimes ministries as well to resolve their problems through the overt or 
covert use of additional resources. 


As already noted, intensification presupposes the orientation of producers toward 
ensuring the high effectiveness of the use of their products by customers. One 
of the main problems of improving pricing, planning and of the entire economic 
mechanisin is to make this orientation a necessity. 








The planning of production increases must be accompanied by scrupulous verifi- 
cation of the degree to which the already attained results of production are 
preserved and conveyed to the ultimate customer. 


The orientation toward the end results cannot in any way be equated with the 
striving to augment resources. Before making demands on production or demands for 
additional resources, it is essential to guarantee that the customer is making 
full and proper use of the resources that already exist. This applies in equal 
measure to the decisions that are made at the national economic level. Priority 
must be given to branches that ensure the integrity of the material goods that 

are to be created. They should obviov-ly be given priority in development in 
comparison with other branches. Requisite material conditions take the form of 
long-term devices and systems that preserve the results of labor expended not in 
one but in many production cycles. The attempt to offset losses by increasing the 
volume of newly produced resources is a typical extensive, totally unjustified 
avenue of development. 


Accordingly, the question is not only the correct evaluation of the economic 
performance of each enterprise, association and ministry, but also the consider- 
ation of all losses of final production results (that originate for various 
reasons) as well as the precise determination of the preserved part of these 
results, which is entirely suitable for satisfying the social requirements for 
which they are intended. 


The actual final product must differ from the nominal product by the sum of 
losses that have taken place in various stages of the social reproduction process. 
And it is essential to know and consider this sum and its dynamics in the 
investment decision-making process. Only then will the decisions have a firm 
foundation. Integrity is essentially an interbranch problem. It suffers the 
greatest threat specifically at the interbranch level and therefore structural 
decisions play an exceptionally large part in guaranteeing integrity and in 
minimizing losses. 


It seems to us that for all the complexity of the situation in the realm of 
capital investments in the 1980's and in the llth Five-Year Plan, it will be 
necessary to seek investment resources for the development of the infrastructure. 
Roads, specialized means of transport, warehouses, and packaging are four 
components of integrity that are of paramount importance for actual economic 
growth rates. The annual losses of finished products resulting from the deficient 
development of these links are entirely comparable with or are even estimated to 
considerably exceed the capital investments required to overcome their lag. 

In this situation, an increase in the volume of production will perceptibly 
increase the volume of losses. It appears that in the next few years, investments 
in the given links of the infrastructure must take priority over aliocations for 
increasing thie volume of production. 


Experts at the USSR Ministry of Roads claim that the average speed of tricks on 
our roads is approximately 30 kilometers an hour compared with a possible 70 
kilometers an hour. An increase in allocations for road construction would make 
it possible to increase this speed to at least 50-60 kilometers an hour, which 
would be equivalent to almost doubling the size of our truck fleet. What should 











be given priority: the construction of roads or of plants for building trucks 
which, it should be noted, are "not equal" to most of the existing roads and 
either break the roads or are broken by them? Road construction can also take 
part in many alternative comparisons including comparisons involving investments 
in the production of agricultural products, a substantial percentage of which 
does not reach the consumer owing to the present state of the roads and ware- 
house facilities. 


Similar examples could be cited for all branches. The development of industrial 
feed production facilities will make it possible to realize a significantly 
greater effect in the form of the final product (meat and milk) from a smaller 
number of grain crops. The production of cardboard and polymer packaging in place 
of wooden packaging and the development of the pulp-paper industry and the 
application of progressive technology to this end mean the saving of millions of 
cubic meter of lumber and the possibility of getting by with a smaller volume of 
capital- and labor-intensive logging. An increase in tlie share of sheet metal, 
especially thin and cold-rolled sheet metal, coupled with the overall improvement 
in the quality of rolled metal means a direct lowering of the metal-intensiveness 
of machine building and as a result of corresponding progress in metalworking 
technologies--the lowering of the labor- and capital-output ratio in machine 
building. 


The very substantial and in no way diminishing "subsistence economy" is the 
antithesis of intensification. In EKONOM!KA I ORGANIZATSIYA PROMYSHLENNOGO 
PROIZVODSTVA (No 5 and No 6, 1980), these problems have been examined in consider- 
able detail. Here we only wish to emphasize that the subsistence economy 
inevitably generates the relative "redundancy" of equipment. 


The numerous machine shops at non-machine building plants that produce 1-2 

units of various products are usually outfitted with a full complement of general 
metalworking equipment. They are the site of almost half of the USSR's total 
machine tool inventory or more machine tools than exist in the entire U. S. 
machine building and metalworking industry. Tens of thousands of "in house" 
sawmilling shops and production facilities have an enormous inventory of saw 
frames. The trucks that handle almost 70 percent of the trurking are scattered 
among thousands of mini-garages belonging to a host of different agencies. 





It is not by chance that the USSR substantially surpasses the USA in the production 
and inventory of electric motors (0.75 kw or higher) that drive various kinds of 
equipment, notwithstanding the fact that the volume of production and consumption 
of electric power in our country is considerably lower than in the USA. 


It is obvious that the perpetuation of the "subsistence economy" on the present 
scale and all the moreso its further growth are incompatible with the conversion 
of the economy to intensive development. 


The purpose of unified state scientific and technical policy is to promote the 


further progress of basic and applied science and to select and stimulate the 
directions of development of science and technical decisions that will to the 


greatest extent promote the realization of the party's economic and social 
program. 











Scientific and technical progress occurs in stages: 
--basic research and development; 

--technical solutions and fabrication of prototypes; 
--intorduction into production. 


Progress in the basic sciences naturally has its own internal logic of development. 
However, a specific feature of the modern scientific and technological revolution 
is its strong dependence on the resources that society allocates for the creation 
and development of its material-technical base, for the training and advanced 
training of science cadres. Therefore, state scientific and technical. policy 

which promotes the development of basic science can and should dire-t the resources 
allocated to it into the solution of the most urgent problems of the foreseeable 
future. 


The tasks that communist construction places before basic and applied science have 
found their reflection in the documents of the 26th CPSU Congress. In addition to 
the development of basic research in mathematical theory, in the physics of 
elementary particles and the atomic nucleus, the following problems should also 

be resolved in the first stage: 


--the development of nuclear energy and the fundamentals of thermonuclear energy; 
the improvement of energy conversion and transmission techniques; 


--the creation of chemical and technological processes of obtaining new substances 
and materials with given properties; the scientific basis of technologies 

involved in the total utilization of raw materials and by-products that save 

power and labor resources employing closed production cycles; 


--the enhancement of the quality, reliability, efficiency and productivity of 
machinery, equipment and other machine building products; the lowering of their 
material-intensiveness and energy consumption; 


--the improvement of computer technology, its elemental base and software, 

means and systems of transferring and processing data; enhancement of the 
effectiveness of automated control systems; and the development of computer 
networks and time-sharing computer centers. Other concrete tasks have also been 
posed. 


In addition to the long-term goals of the first stage, documents of the 26th CPSU 
Congress also indicate the directions of practical utilization of advances in 
science and technology. Here we see the development of production and the broad 
use of automatic manipulators (industrial robots), of built-in automaced control 
systems using microprocessors and mini-computers; and the creation of automated 
shops and plants with the simultaneous expansion of the automation of design and 
research work. 


The instruction on the creation and broad application of equipment and technology 
permitting the comprehensive and more complete extraction of useful components 
from ores and other natural resources and on working poor and complex deposits 

is also connected to the former. 











Taking the significance »f energy problems and the need to conserve nonreproducible 
energy resources into account, the 26th Party Congress posed the task of increasing 
the scale of use of renewable energy sources (solar, wind, geothermal) in the 
national economy together with the already widely used water power. 


The conversion of the economy to intensive development makes higher demands on 
product quality. One of the top-priority problems of scientific and technical 
policy in this area is to increase the service life of equipment. There are 
certain positive strides in this area: the substantial increase in the between- 
overhaul period for a number of construction machines, the increase in operating 
time before the first major overhaul of turbines and other types of equipment. 
However, the service life of many types of Soviet machinery lags behind the 
indicators of their foreign analogues. For example, our weaving looms, coal face 
equipment, bulldozers, excavators, cranes, and trucks are not sufficiently 
reliable and require major overhaul and replacement significantly earlier than the 
best imported machines. 


Service life depends on the technology of machine building which creates the 
equipment. For all the unquestionable significance of quality control systems, 

the institution of the "personal stamp," etc., the main role in this area must 

be played by the technical base of quality: the high technical parameters of basic 
production equipment and the supplying of production with a sufficient quantity 

of finishing equipment, and the establishment of appropriate production techniques. 
The technical base of quality also includes the enhancement of the technical and 
organizational sophistication of machine building production to the level attained 
in its special branches. The introduction of heat treatment of workpieces, 
electrophysical and other most progressive techniques (e. g., plasma techniques) 

is capable of bringing about a genuine revolution in the service life of equipment. 
We have developed quite lasting and wear-resistant materials, especially, special 
alloyed steels, reinforced plastics, rubbers with special properties, etc. 


In some cases, finishing work on export equipment and special orders is still 
performed by hand and is highly labor-intensive. In order to ensure the high 
quality of metal, it is necessary to secure a corresponding rise in the technical 
level of rolling equipment. Equipment for the drying and chemical impregnation of 
wood has not been produced on the necessary scale. There is an acute shortage of 
finishing equipment for the textile industry, etc. Textile institutes and 

machine builders are deeply indebted with regard to the creation and introduction 
of such equipment and appropriate production techniques. 


The (actual) service life also depends on the work routine, on the conditions of 
operation, storage and preservation of equipment. Scientifically substantiated 
routines of equipment operation guaranteeing optimal service life should be 
conveyed to enterprises. The realization of the given service life requires 
certain expenditures and hence there is a problem of their effectiveness: economy 
suffers if the reliability of individual links proves to be significantly gre-ter 
than the given reliability of the entire system as a whole. 


There is also a need to resolve other, more global contradictions: 
--the contradiction of seeing to it that the increase in service life 4r 


associated costs are not a hindrance to the renovation of equipment an ema 
hindrance to scientific and technical progress; 














--the contradiction of combining the growing specialization of technology and 
prolonging the service life of equipment with the expansion of the mix and the 
renovation of products which the given equipment is manufactured to produce. 


The orientation of technical policy toward the development of flexibility of the 
technology and organization of production is the answer to this collision and 

at the same time is an important source of economizing on resources, of 
accelerating the development of new equipment, and also stimulates the adoption of 
basically new technical solutions. The principal approaches to the solution of 
this problem are indicated in documents of the 26th CPSU Congress: "Create 
multifunctional machinery and equipment that can be modified as production 
processes, products and works change"; "...make widespreac use of the modular 
principle together with standardized assemblies and units in the creation of 

new machinery, equipment, apparatus and instruments." 


Thus, flexibility is associated with a complex of measures. They include: 


--the total dissemination of the unitized (modular) principle in the design and 
production of equipment, i. e., the production of mechanisms from functional 
assemblies, which will make it possible to modify technical parameters, to 
modernize equipment, and to switch it to the fabrication of new tvpes of products 
by installing various units; 


--the development of functionally specializec interbranch production facilities 
oriented toward the search for fundamentally new decisions regarding the technical 
realization of various functions and the organization of the specialized production 
of the appropriate assemblies; 


--the functional orientation of the renovation of equipment such that the basic 
assemblies (housings, etc.) become an enduring and reliable base for changing 
assemblies and accessories. This will also be instrumental in reducing material- 
intensiveness because basic assemblies are the most material-intensive; 


--the broad standardization of machine parts and assemblies and of other products 
is an obligatory condition to the utilization of the advantages of the mass 
flowline organization of production in the production of series and small-series 
items. 


The orientation of technical policy toward the end results of production above all 
means the effective satisfaction of the customer's demands. There are also contra- 
dictions in this area. The use of highly economical methods of large-series and 
mass-flowline production is of paramount importance to machine building--the major 
equipment producer. But the striving for large series and for mass production 
results in the underassessment of the concrete demands of each customer for 
equipment. As a result, the customers set up their own machine shops that either 
adapt equipment to the specifics of a given kind of production or that fabricate 
special production equipment for their own needs. Another substantive point is 
the maintaining of a correspondence between dimensional and other technical 
parameters of equipment and the semifabricates and products processed and manu- 
factured by this equipment. It is necessary to teach machines to "follow a 
pattern" and develop equipment with regard to operating particulars and to 














develop means of transport in accordance with the goods to be shipped. It is 
expedient to combine the manufacture of complex and costly equipment with the 
nroduction of simple and inexpensive equipment for the performance of simple 
operations. 


Thus the analysis of rotating parts and the turning lathes on which they are made 
has shown that the average dimensions of the machined parts are several times 
smaller than the corresponding indicators of the machine tools on which they are 
produced. Similar data over.time have shown that the average dimensions of the 
parts beome somewhat smaller while the parameters of the machine tools grow 
Significantly larger. This is a manifestation of the insufficient orientation 
of production toward the customer's needs. The blame rests with the economic 
Situation in which the manufacturers of the means of production invariably have 

a guaranteed market since the equipment is purchased for state capital invest- 
ments. 


Technical pol.cy in the 1980's must devote considerably greater attention to 
technological problems which are of great and increasing importance in modern 
production. The stimulation of the functional specialization of technology and 
the formation of powerful technological institutions with the necessary 
experimental base will evidently become an important direction in technical policy. 
The elaboration %f functional and subject technology will be the result of the 
base's activity. Such output can become the subject of cost accounting relations. 


The establishment of a reserve for long-term technical progress is an important 
task of unified technical policy. This requires the development of prototypes 
embodying the latest advances of the scientific and technological revolution and 
the latest means of working the object of labor: high-temperature plasma, 
superhigh pressure, superhigh and superlow temperatures, atomic radiation, etc. 


In our opinion, technical policy will also stimulate the creation of technical 
means promoting the integrity of all component elements of the social product 
and their most complete realization in the satisfaction of social requirements. 


The 1980's must usher in a new stage of intensification of expanded reproduction 
in our country. There must be considerably more complete and effective use 

of the vast economic and scientific and technical potential created by the 
selfless labor of the Soviet people. The task of securing the further progress 

of mature socialist society built in the USSR has been posed. "The forthcoming 
decade will be an important new stage in the creation of the material-technical 
base of communism, in the development of social relations, in the formation of 

the new man." This weighty pronouncement by the 26th Party Congress is our action 
program. The intensification of production and the appropriate technical policy 
are the most important direction in this regard. 


Copyright: Izdatel'stvo "Nauka", "Ekonomika i organizatsiya promyshlennogo 
proizvodstva", 1981 


9013 
CSO: 1820/199 


LO 











INVESTMENT, PRICES, BUDGET AND FINANCE 


NEW USSR GOSBANK CHARTER 
Moscow DEN'GI I KREDIT in Russian No 5, May 81 pp 13-21 


/Article by Candidate of Juridicial Sciences M. L. Kogan, chief of the Legal Depart- 


ment of the Board of Gosbank: "The New Charter of USSR Gosbank"/ 


/Text/ In the Main Directions of USSR Economic and Social Development for 1981-1985 
and the Period to 1990 an important place is assigned to the further enhancement of 
the role of financial and credit levers in the development of the socialist economy. 
The new USSR Gosbank Charter! will promote the accomplishment of the set tasks. The 
approval by the government of the new Gosbank Charter is one of the manifestions of 
the work being performed on the basis of the USSR Constitution on the improvement of 
Soviet legislation, the great importance of which Comrade L. I. Brezhnev pointed out 
in the Accountability Report of the CPSU Central Committee to the 26th party con- 
gress. 


In conformity with the laws in force every legal entity acts on the basis of its 
charter (statute), that is, the official document which specifies its legal capaci- 
ty: the tasks and goals of activity, the subordination, organizational structure, 
the competence of its organs, the property management procedure. 


The USSR Gosbank Charter is a legal document which is the basis for all its diverse 
activity and reflects its nature and specific features. In contrast to the char- 
ters of other organizations the USSR Gosbank Charter not only specifies its legal 
capacity as a legal entity, but is also one of the most important enforceable en- 
actments of economic legislation, which directly regulates the credit, accounting 
and other relations of USSR Gosbank with its clientele. The legal force of the USSR 
Gosbank Charter is determined by the fact that in conformity with Article 19 of the 
Law on the USSR Council of Ministers it is approved by the USSR Council of Minis- 
ters--the highest executive and administrative body of state power of the USSR. 


The new charter is the fourth charter in the en.ire 60-year history of USSR Gos- 
bank; the tasks and functions of USSR Gosbank, the forms and methods of their im- 
plementation at one stage or another of the building oi socialism and communism are 
set forth in each of them.’ The new charter not only maintains the continuity of a 
number of fundamental provisions which were set forth in the preceding USSR Gosbank 
charters, but also develops and enriches them with a new content, which meets the 
requirements of the present stage of development of the socialist economy. 
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Lenin's instructions on the importance of banks and the principles of the organiza- 
tion of the banking system in the socialist state, which completely retain their 
enormous importance under the conditions of mature socialism, are the basis for the 
new USSR Gosbank Charter. The ideas of V. I. Lenin on the role oy banks in the de- 
velopment of the socialist economy, the state banking monopoly and the place of Gos- 
bank in the system of organs of the state, and centralization on democratic princi- 
ples as the most important principle of the activity of Gosbank and the other the- 
ses, which were elaborated in the works of V. I. Lenin and undervent further devel- 
opment in the decisions and practical activity of the Communist Party and the Sovi- 
et state, were reflected in the charter. 


What are the reasons which resulted in the need for the adoption of the new USSR 
Gosbank Charter? The USSR Gosbank Charter previously in effect was approved by the 
USSR Council of Ministers more than 20 years ago. 


During the years that have passed on the basis of the dynamic and proportionate de- 
velopment of the economy of the country the role of Gosbank in the lending and 
clearing service of the national economy has increased considerably, the forms and 
methods of bank influence on production efficiency have been improved, its opera- 
tional independence and responsibility have increased; the rights of Gosbank have 
been extended, questions which were previously regulated by official documents of 
the USSR Council of Ministers have been turned over to it for solution. Thus, Gos- 
bank was granted the right, for example, to establish the procedure of applying 
measures of economic influence to poorly operating enterprises and organizations; 
the rights of Gosbank in other areas of lending and clearing activity were ex- 
tended, which promoted the effective legal and economic influence of bank organs on 
the work of enterprises and organizations. In 1962 the system of state workers’ 
savings banks was placed under the control of USSR Gosbank, which was a major step 
in the direction of the transformation of USSR Gosbank into the only lending and 
clearing center of the country. 


The development of the legislation regulating banking activity in a number of in- 
stances had the result that some articles of the charter previously in effect no 
longer conformed to tiis legislation or inadequately took its requirements into ac- 
count. In connection with the change of the legislation more than 40 additions and 
amendments were made by decisions of the USSR Council of Ministers in this USSR 
Gosbank Charter. 


The adoption of the new USSR Constitution and the need to bring the decisions of 
the USSR Government in line with the USSR Constitution were responsible for the 
insertion of a number of new provisions in the USSR Gosbank Charter, which are con- 
nected with the development of the principles of development according to plan, 
democratic centralism and socialist legality in the activity of USSR Gosbank, the 
refinement of the terminology and so on 


The provisions of the decree of the CPSU Central Committee and the USSR Council of 
Ministers of 12 July 1979 on the improvement of planning and the perfection of the 
economic mechanism, which are connected with the activity of USSR Gosbank, particu- 
larly on the development of lending and clearing relations and the enhancement of 
their role in the improvement of the economic mechanism, were reflected in the new 
charter. Thus, the new charter specifies the tasks facing Gosbank at the present 
stage of the building of communism and secures the competence of Gosbank in their 


accomplishment. 











The new USSR Gosbank Charter is an enforceable enactment, the effect of which is 
fundamentally connected with the improvement of planning activity and the economic 
mechanism and is aimed at the better utilization of lending and clearin, relations 
for increasing production efficiency and work quality. 


USSR Gosbank is one of the most important economic institutions of the Soviet state. 
The USSR Constitution assigns the management of the unified monetary and credit 
System to the jurisdiction of the USSR in the person of its highest organs of state 
power and state government. In conformity with the Law of the USSR Council of Min- 
isters the charter stipulates that USSR Gosbank is subordinate to the USSR Council 
of Ministers. The subordination of USSR Gosbank to the USSR Council of Ministers 
is manifested first of all in the fact that the government organizes and directs the 
activity of USSR Gosbank by the promulgation of legal acts which specify its rights, 
duties and responsibility, including the USSR Gosbank Charter. The USSR Council of 
Ministers systematically monitors the activity of USSR Gosbank and approves the 
creiit and cash plans of USSR Gosbank, the structure and size of the central staff, 
the annual report and balance sheet of USSR Gosbank. 


The direction of the activity and the responsibility of USSR Gosbank have been 
legaliy sanctioned for the first time in the charter. “he Gcosbank Charter stipu- 
lates that all its activity is aimed at the assurance of a uniform state policy in 
the area of money circulation, the extension of credit, financing and settlements 
in the national economy, and emphasizes that USSR Gosbank bears responsibility for 
the strengthening of the USSR monetary and credit system. In conformity with the 
charter, in the process of performing its functions Gosbank furthers the develop- 
ment of social production, the increase of its efficiency, the acceleration of sci- 
entific and technical progress, the strengthening of the cost accounting of enter- 
prises, associations and other organizations, the increase of socialist accumula- 
tion in the USSR national economy and the further strengthening of the Soviet ruble. 
These provisions of the USSR Gosbank Charter are the basis for all its activity as 
an all-union department, an organ of economic management, which has been assigned 
special competence which is directly connected with the active use by the Soviet 
state of such economic levers as money, credit, payments and others. 





Since enormous funds and monetary assets, which have been entrusted to it by the 
state, enterprises, organizations, as well as citizens, are in the operational con- 
trol of USSR Gosbank, the task of protecting socialist property is of particular 
importance in its activity. In this connection the responsibility of USSR Gosbank 
for the safety of the monetary funds, assets and property entrusted to it is em- 
phasized in the new charter. 


In the activity of USSR Gosbank the implementation of the principle of socialist 
legality, which is set forth in Article 4 of the USSR Constitution, is of particu- 
lar importance, since all the relations of Gosbank with enterprises and organiza- 
tions are of not only an economic, but also a legal nature. Three important pro- 
visions, which are set down in the charter on this matter, must be pointed out. 
First, the charter specifies the legal basis of the activity of USSR Gosbank and 
stipulates that USSR Gosbank in its activity is guided by the laws of the USSR, 
other decisions of the USSR Supreme Soviet and its Presidium, the decrees and regu- 
lations of the USSR Council of Ministers and the USSR Gosbank Charter. Second, in 
the new charter it is indicated that USSR Gosbank is obligated to ensure the ob- 
servance of the laws by all its institutions and the enterprises and organizations 





subordinate to it. Third, the charter places on USSR Gosbank the duty to general- 
ize the practice of the application of the laws with respect to the questions 
which are in the competence of USSR Gosbank (that is, not only by the system of 
Gosbank, but also by other ministries and departments), to elaborate suggestions 
on its improvement and to submit them for the consideration of the USSR Council of 
Ministers. 


In the report at the 26th CPSU Congress L. I. Brezhnev emphasized the need for the 
precise and steadfast implementation of the laws: "For any law lives only when it 
is executed--executed by everyone and everywhere." 


The further strengthening of socialist legality in the activity of all the institu- 
tions of USSR Gosbank and the organizations subordinate to it is an important con- 
dition of the successful fulfillment of the tasks facing USSR Gosbank. 


In specifying the place of USSR Gosbank in the system of lending organs of the 
State, the charter stipulates that USSR Gosbank is: 1) the only bank of circula- 
tion, 2) the bank of the extension of credit to the national economy and 3) the 
clearing center of the USSR. All the activity of Gosbank is carried out on the 
basis of the state plan of USSR economic and social development. The charter as- 
signs to the main functions of USSR Gosbank the organization and regulation of 
money circulation in the country, the attraction of the idle monetary assets of 
enterprises, associations, organizations and institutions, as well as the popula- 
tion, the extension of short-term and long-term credit, as well as the making of 
settlements in the national economy, the performance of the operations entrusted to 
it cn the financing of capital investments and capital repair, the accomplishment 
of the fulfillment of the USSR state budget in cash terms, the organization and mak- 
ing of international payments, the extension of credit and other transactions con- 
nected with foreign trade and other foreign econom‘c activity of the USSR, as well 
as transactions with foreign currency. 


The control by the ruble is an important means of bank influence on production ef- 
ficiency. Therefore in the charter it is emphasized that USSR Gosbank in the proc- 
ess of the extension of credit, financing, the making of payments, the organizacion 
and regulation of the money circulation exercises control by the ruble over the 
fulfillment of the plans of production and cir:ulation and the financial plans, the 
qualitative indicators of management, the reduction of nonproductive expenditures 
and losses and the expenditure of wage funds. 


The uniqueness of the legal status of USSR Gosbank, which consists in the close 
combination in the activity of Gosbank of the functions of an organ of state govern- 
ment with its independent participation in the economic turnover as a competent 
legal entity, is reflected in the USSR Gosbank Charter. It should be emphasized 
that the powers of Gosbank as an organ of state government are manifested in the 
process of all its activity, be it credit and cash planning, legislative activity 
or operations on lending 2nd payments of individual associations, enterprises and 
organizations. The function of management for Gosbank is not some special func- 
tion which lies outside its main activity on lending and payments and the carrying 
out of other operations which have been entrusted to it. However, in contrast to 
other organs of state government in the activity of Gosbank administrative func- 
tions are closely interwoven with the direct disposal of the enormous monetary as- 
sets which are under the operational control of Gosbank. Therefore the charter 
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sanctions the use by USSR Gosbank of legal forms and methods, which not only are 
characteristic of administrative activity, but are also typical of the regulation 
of property relations. 


Among the most important functions of USSR Gosbank as an organ of state government 
the charter indicates its participation in the drafting anc fulfillment of the state 
plan of USSR economic and social development. The new charter provides for the fur- 
ther increase of the role of Gosbank in the elaboration of the drafts of planning 
documents, which regulate the money and credit relations in our country. The char- 
ter not only indicates the fact that Gosbank elaborates the drafts of the cash and 
credit plans, but in conformity with the decree of the CPSU Central Committee and 
the USSR Council of Ministers of 12 July 1979 also stipulates the participation of 
Gosbank in the elaboration of estimates of the balances of the monetary income and 
expenditures of the population and estimates of the short-term and long-term credits 
for the five-year plan (with a breakdown by years) for the summary financial bal- 
ance of the country. 


In expressing the legal status of USSR Gosbank as an organ of state government, 

the charter allots USSR Gosbank a set of rights which give it an opportunity to 
carry out the legal regulation of its relations with enterprises, organizations 

and institutions, to obtain the necessary information about their financial and 
economic activity, to perfo.m the supervisory functions entrusted to it, to grant 
preferences in the extension of credit and to impose the sanctions established by 
law. It should be noted that the further extension of a number of powers of USSR 
Gosbank and the bringing of their content in line with the laws in effect and estab- 
lished practice are reflected in the new charter. 


The promulgation of legal acts is one of the most important forms of the perform- 
ance by USSR Gosbank of the functions entrusted to it. The charter stipulates 

that for the backing of the operations being carried out by USSR Gosbank and the 
performance of the functions entrusted to it Gosbank has the right to promulgate 
instructions and other acts which are mandatory for its clientele. The right to 
promulgate enforceable enactments is one of the main means which ensure the per- 
formance by Gosbank of its functions as a state organ of intersectorial functional 
management. The enforceable enactments of USSR Gosbank (it should be noted that 
the new charter, in contrast to the one previously in effect, stipulates among them 
not only orders and instructions, but also other acts) belong to the system of eco- 
nomic legislation as acts which are of a sublegal nature. The Gosbank Charter em- 
phasizes this, stipulating that the acts of Gosbank are promulgated on the basis of 
and in execution of the laws in effect, that is, they should correspond to them 
both formally and in essence. By specifying only the main, fundamertal provisions, 
the lawmaker granted Gosbank extensive rights in the regulation of specific rela- 
tions in the area of economic operations. The majority of legal norms are promul- 
gated by USSR Gosbank in development of binding or authorizing norms which are con- 
tained in the decisions of the USSR Council of Ministers for the purpose of the 
most effective guarantee of the meeting of their requirements by the detailed legal 
regulation of specific lending and clearing relations. Since the lawmaker has 
granted USSR Gosbank the right to promulgate sublegal enforceable enactments, the 
legal norms contained in these enactments are mandatory for execution, but the 
range of their application is limited to the clientele of the bank. All the en- 
forceable enactments stipulated by the charter have the same legal force. But with 
respect to form it is possible to divide them into two groups: acts which regulate 
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the relations between Gosbank and its clientele (instructions, circular letters and 
other acts) and acts which regulate the relations within che system of Gosbank 
(orders and other acts). In specifying the rights ana duties of the institutions 
of Gosbank, these acts also indirectly influence the nature and content of the in- 
terrelations between Gosbank and economic organs. Unlike instructions, the orders 
of USSR Gosbank might not contain legal norms, but can be adopted for a specific 
individual case (the appointment and dismissal of officials and so forth). It 
should be emphasized that the extensive normative powers of USSR Gosbank are in- 
separably connected with its duty to observe most strictly in its acts the rights 
and legal interests of its clientele. 


Supervisory functions occupy an important place in the activity of USSR Gosbank as 
an organ of state government. On the basis of statewide interests USSR Gosbank 
exercises control in the process of all its operations, promoting the observance of 
socialist legality in economic relations and of planning and financial disc‘pline 
in the national economy. The extensive supervisory functions of Gosplan, which are 
set down in its charter, will promote the fulfillment of the task set by the 26: 4 
CPSU Congress on the assurance in all the links of the national economy of a strict 
policy of economy and thrift and on the determined struggle against mismanagement 
and waste. While preserving the main supervisory powers indicated in the charter 
previously in effect, the new charter uevelops them and supplements them with new 
provisions, which are aimed at the economical and thrifty use of material and fi- 
nancial resources. 





The exercise of control over the expenditure of wage funds by enterprises, associa- 
tions, organizations and institutions, the correctness of the distribution and use 
of wage funds by ministries, departments and executive committees of the soviets 

of people's deputies, as well as the observance of the established procedure of re- 
covering the overexpenditure of wage funds is an important supervisory function of 
Gosbank, the importance of which has increased even more under the new conditions 
of management. 


In conformity with the laws in effect the charter assigns to the competence of Gos- 
bank the checking of the observance of cash discipline at enterprises, associations, 
organizations and institutions and the right to issue suggestions, which are manda- 
tory for them, on steps to eliminate the detected violatious of cash discipline. 


The party and the government are devoting particular attention to capital construc- 
tion and the elimination of the shortcomings which exist in it. In this connec- 
tion the provisions of the new USSR Gosbank Charter, which are aimed at the tight- 
ening up of the monitoring in the process of financing and the extension of long- 
term credit, are of great importance. In addition to the exercise of control over 
the mobilization by enterprises, associations and organizations of the assets in- 
tended for the financing of capital investments and over the purposeful and effi- 
cient use of internal and borrowed capital, the charter assigns to Gosbank the 
exercise of control over the observance »f the norms of the duration of construc- 
tion, the assurance of the timely placement into operation and the assimilation of 
new production capacities, the decrease of the estimated cost of construction and 
the observance of planning estimate, planning and financial discipline, the 
strengthening of cost accounting in construction, the prevention of the dispersal 
of forces and assets among many construction projects. For the purposes of assur- 
ing proper bank supervision in construction the charter grants Gosbank the right to 


16 








obtain from enterprises, associations, organizations and iustitutions drafts of the 
plans of capital construction and contracting operations, the title lists of con- 
struction projects and other materials, which are necessary for the analysis of the 
cost effectiveness of capital investments, financing and the extension of credit, 
as well as for the exercise of financial control. Gosbank is granted the right to 
verify the availability and the correctness of the compilation of the planning 
estimates, which have been approved in accordance with established procedure, for 
the construction and installation, repair, start-up and adjustment and other work, 
the certificates and bills for the performed work and to make reference measure- 
ments of the performed work. In connection with the changeover to settlements for 
a fully completed project, the new charter stipulates the right of Gosbank to ex- 
ercise control in the making of payments for finished projects. 


For the assurance of the observance of contractual discipline in the national econ- 
omy, which is of enormous importance, especially under the conditions of the im- 
provement of the economic mechanism, the right of USSR Gosbank to verify the cul- 
fillment by enterprises, associations, organizations and institutions of contrac- 
tual obligations and their observance of the rules of settlement, the timeliness 

of the compilation and submittal to the bank of the accounting documents and their 
marketability is set forth in the charter. 


It is important to note that the charter grants Gosbank the right to demand in nec- 
essary instances from the managers of enterprises, associations, organizations and 
institutions and from their superior organs the implementation of measures on the 
improvement of the economic and financial activity of the enterprises, associations, 
organizations and institutions. This right emphasizes “‘e role of Gosbank as a 
state organ, which exercises control by the ruble, and affords it extensive oppor- 
tunities for influencing enterprises and organizations for the purpose of improving 
their work. 


Tne sanctions, which are set forth in the Gosbank Charter and which it has the 
right to impose with respect to enterprises, associations and organizations, both 
those which are not meeting their obligations to USSR Gosbank and those which allow 
violations of financial, accounting or cash discipline, are one of the manifesta- 
tions of the powers of USSR Gosbank as an organ of state government. USSR Gosbank 
has the right in these instances to halt entirely or in part the extension of cred- 
it, with the exception of those instances stipulated by USSR legislation; to re- 
cover loans ahead of time in instances of the occurrence of unsecured indebtedness, 
the use of the issued capital not for the specific purpose or with a violation of 
the established rules of the extension of credit, the sale or expenditure of the 
pledged valuables without the use of the received amounts for the repayment of the 
debt to USSR Gosbank, the unsatisfactory storage of commodity stocks which are the 
collateral of loans of USSR Gosbank, evasion of bank control, as well as in in- 
stances of the halt of the extension of credit to an enterprise, association or 
organization; to convert enterprises, associations and organizations to the exten- 
sion of credit on the security of a superior organization, to introduce in accord- 
ance with established procedure special lending conditions. Gosbank has the right 
in accordance with the laws in effect to forbid enterprises, associations and organ- 
izations, which allow violations of cash discipline, to spend the cash from re- 
ceipts. In conformity with the charter the institutions of Gosbank are obligated 
to halt the financing of and extension of long-term credit to construction and to 
impose other sanctions with respect to economic organs which allow mismanagement 
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in construction and violations of financial and planning estimate discipline. The 
measures of economic influence, which are stipulated by the USSR Gosbank Charter, 
will promote the fulfillment of the task set by the 26th party congress of strength- 
ening the effectiveness of economic sanctions for the nonfulfillment of plan assign- 
ments and contractual obligations and for the inefficient use of material and fi-~ 
nancial resources. 


The new USSR Gosbank Charter maintains the provision in effect that USSR Gosbank is 
a legal entity and operates on a cost accounting basis. It should be emphasized 
that USSR Gosbank is a single legal entity, an independent subject of the law. The 
individual institutions of USSR Gosbank take part in the economic turnover, enter 
into lending, clearing and other legal relations on behalf of USSR Gosbank and are 
not independent legal entities. As a legal entity, in conformity with the charter 
USSR Gosbank does not bear responsibility for the obligations of the USSR and the 
union republics, as well as their central and local organs, with the exception of 
instances when such responsibility is assigned to it by the USSR Government or when 
it assumes such responsibility by way of guarantee or acceptance. The USSR Govern- 
ment and the governments of the union republics, as well as their central and local 
organs do not bear responsibility for the obligations of USSR Gosbank, except its 
obligations with respect to deposits of citizens. However, it should be borne in 
mind that the new charter is based on the fact that USSR Gosbank with ail its in- 
stitutions, which perform the functions of USSR Gosbank, is a single legal entity. 
As for the enterprises and organizations, which are subordinate to USSR Gosbank-- 
computer centers, computing and data processing stations and others--the charter, 
by stipulating the right of the Chairman of the Board of Gosbank to establish them 
and convert them to cost accounting, allows the possibility of their legal status 
as independent legal entities. 


The main source of the profit of USSR Gosbank--the interest for bank credit--is 
set forth in the charter. However, in this case it should be borne in mind that 
the credit relations of Gosbank with clients are not established on a commercial 
basis. The derivation of a profit is not the main goal of banking activity in our 
country, this goal is the achievement of the best end results by economic organs 
by means of economic and cther levers which the bank has. Therefore, interest 
first of all is an important economic means of bank influence on the enterprises 
and organizations which are borrowers. The importance of bank interest as an ef- 
fective means of economic influence on the work of enterprises and organizations is 
emphasized in the decree of the CPSU Central Committee and the USSR Council of 
Ministers of 12 July 1979 and the decree of the USSR Council of Ministers of 

21 April 1980.3 USSR Gosbank is interested in deriving not any sort of profit, but 
a profit which is formed as a result of the granting of credits which yield the 
necessary economic impact and promote the improvement of the quantitative and, 
what is the main thing, the qualitative indicators of management and the accelera- 
tion of the turnover rate of credit. It should be noted that in conformity with 
the charter Gosbank carries out free of charge all its operations, except credit 
operations--clearing, cash emission, financing and so forth. 


As a legal entity USSR Gosbank has its own capital. The authorized capital, the 
amount of which is specified by the new USSR Gosbank Charter in the sum of 3 bil- 
lion rubles, serves as collateral for the obligations of USSR Gosbank. The in- 
crease of the amount of authorized capital from 1.5 billion rubles, as was speci- 
fied in the USSR Gosbank Charter previously in effect,4 to 3 billion rubles is con- 
nected with the increase of the amount of credit investments. The increase of the 
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aufaorized capital, which is stipulated in the new USSR Gosbank Charter, makes it 
possible to increase the level of internal capital of USSR Gosbank as a legal en- 
tity. In addition to the authorized capital, in conformity with its charter USSR 
Gosbank has a reserve fund, a fixed capital fund, an awortization fund and a banking 
development fund. The reserve fund is intended for covering possible losses on the 
transactions of USSR Gosbank and is formed at the expense of the profit up to its 
achievement of the amount of the authorized capital. The new charter does not spe- 
cify the amount of the annual payments from the profit to the reserve fund of Gos- 
bank, it will be established when distributing the profit of Gosbank by a decision 
of the USSR Council of Ministers. 


The banking development fund is being established at Gosbank for the first time. 

It is being formed at the expense of deductions from the profit of USSR Gosbank and 
is intended for the financing of measures on the adoption of new techrology at USSR 
Gosbank, the construction and repair of money vaults and buildings of the institu- 
tions of USSR Gosbank and the enterprises and organizations subordinate to it. The 
statute on the banking development fund is approved by USSR Gosbank. 


In the new charter the procedure of distributing the profit of Gosbank is partially 
changed and it is stipulated that 50 percent of the profit is transferred to the 
union budget, 5 percent is credited to the banking development fund, while the re- 
mainder is used in accordance with the decision of the USSR Council of Ministers. 


The charter stipulates the liability of Gosbank as to property for the harm done 

to clients in the process of performing its operations. However, the nature of such 
liability of Gosbank has specific features which are explained by the legal status 
of Gosbank, the procedure of forming and utilizing the assets which the bank has. 

In conformity with the charter Gosbank bears limited liability. In case of the im- 
proper issuing of monetary assets by Gosbank or their improper crediting to accounts 
Gostank bears responsibility for the harm done to clients, within the limits of the 
improperly issued or credited amounts of money, if it is not established that such 
issuances or creditings of assets were made through the fault of clients. In all 
other instances the liability of USSR Gosbank to a client is limited by the Statute 
on Fines for the Violation of the Regulations of the Completion of Clearing Trans- 
actions, which was approved by the USSR Council of Ministers. 


In the new charter the main functions of USSR Gosbank are stipulated in detail. The 
functions and rights of USSR Gosbank, which are established by law, in tiie area of 
issuing transactions, as well as with respect to the organization and regulaticn of 
the money circulation in the country and the cash service of the national economy, 
are reflected in the charter. The exclusive right of USSR Gosbank to the emission 
of money is reflected in the charter. In conformity with the charter the organiza- 
tion and regulation of money circulation in the country, the carrying out of the 
cash service of the national economy, the organization of the receipt by the cash- 
ier's offices of USSR Gosbank of the cash being released from circulation, the is- 
suing of money to enterprises, associations, organizations, institutions and the 
population, as well as the monitoring of the expenditure by enterprises, associa- 
tions, organizations and institutions of cash in accordance with the specific pur- 
pose and of the observance of economy in the spending of monetary assets are a 

part of the task of USSR Gosbank. The charter stipulates that the norms of the ex- 
penditure of cash from receipts are specified by USSR Gosbank. In the charter it 
is indicated that USSR Gosbank organizes the introduction of noncash transactions 
in the sphere of service of tie population. 

















While setting forth the provision that USSR Gosbank is the bank of the extension of 
credit to the national economy, the charter retains two types of the extension of 
credit: short-term and long-term, and specifies the general principles and main 
norms, which regulate the credit relations of Gosbank with the economy. ‘The char- 
ter contains a legal description of the subjects of the extension of short-term 
credit and stipulates that enterprises, associations and organizations, which 
operate on a cost accounting basis, have an independent balance sheet and have been 
provided with internal working capital, as well as kolkhozes can be such subjects. 
The charter enlarges the group of subjects of credit relations, allowing in the in- 
stances stipulated by USSR legislation the extension of short-term credit directly 
to ministries and departments. 


The differentiated approach of USSR Gosbank in extending short-term credit subject 
to the quality of the work of enterprises and organizations by the granting of 
preferences to enterprises and organizations, which work well, and the application 
of measures of credit influence to enterprises, associations and organizations, 
which work poorly, is reflected in the charter. 


In the new charter it is set forth that USER Gosbank finances and extends  long- 
term credit for capital investments, and the subjects of the financing and the ex- 
tension of long-term credit are indicated. In it, in particular, it is stipulated 
that long-term credit is granted to state enterprises, associations and organiza- 
tions, the financing of and the extension of credit to which are assigned to USSR 
Gosbank, to kolkhozes, interfarm enterprises (organizations) in agriculture, enter- 
prises and organizations of consumer cooperatives, housing construction coopera- 
tives in rural areas, as well as to citizens for individual housing construction, 
the acquisition of housing and other purposes. The new charter does not contain a 
list of the specific objects, conditions and terms of the extension of long-term 
credit, but stipulates that they are specified by the USSR Council of Ministers. 


While increasing the responsibility of the borrowers for the timely repayment of 
credits and promoting the tightening up of credit discipline, the charter stipulates 
that new short-term credits are not granted to enterprises, associations and organ- 
izations which are in arrears on short-term loans previously issued by USSR Gosbank, 
with the exception of instances stipulated by decisions of the USSR Council of Min- 
isters. A similar provision is stipulated with respect to the granting of long- 
term loans by USSR Gosbank. 


While extending the rights of USSR Gosbank, the charter stipulates that the forms 
of short-term credit, which is granted to enterprises, associations and organiza- 
tions, and the procedure of issuing and repaying the loans are specified by USSR 
Gosbank with allowance made for the peculiarities of the sectors of the national 
economy. All the objects of the extension of short-term credit were indicated in 
the charter previously in effect. The new charter does not contain such a list 

but stipulates that the objects of the extension of credit are established by deci- 
sions of the USSR Council of Ministers or on its instructions by USSR Gosbank. The 
charter specifies the duty of borrowers to pay USSR Gosbank interest in the amount 
approved by the USSR Council of Ministers. The right of USSR Gosbank in certain in- 
stances with the agreement of the USSR Ministry of Finance to approve the amount of 
the interest rates for credit is also set forth in it. The charter grants the 
Chairman of the Board of USSR Gosbank the right to specify the procedure of imple- 
menting the credit plans approved by the USSR Council of Ministers. Among the 
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documents which serve as a basis for the granting of short-term credits, the charter 
allows in stipulated instances the use of credit agreements. The credit agreements 
along with the obligations of the clients are also specified by the charter as a 
basis for indisputable collection in accordance with the claims of USSR Gosbank, 
which arose in connection with the maturity or the delay of payments, as well as 
with the early collection of loans issued to enterprises, associations and organ- 
izations. 


Setting forth the provision that loans against commodity stocks are secured by these 
stocks, and in some instances are backed by the guarantees of superior oorrowing or- 
ganizations, the charter specifies a new procedure of the exercise of the bonding 
right of USS Gosbank. In case of long-term (more than 60 davs) arrears on loans 
secured by commodity stocks, USSR Gosbank has the right after the meeting of the 
claims for wages and payments to the budget to allocate directly for the repayment 
of the debt the receipts from the sale of these stocks. This procedure basically 
replaces the forced sale by Gosbank of the property of the debtor on secured loans, 
which under the conditions of a planned ecoromy rarely finds practical application. 


The competence of USSR Gosbank as the clearing center of the USSR is set forth in 
detail in the new charter. In accordance with the charter Gosbank organizes and 
effects payments in the national economy. The charter specially specifies the duty 
of Gosbank to promote the speeding up of payments, which is aimed at the solution 
of the problem of accelerating the turnover rate of working capital in the national 
economy and payments for physical assets and services. The duty of enterprises, 
associations, organizations and institutions to keep both their own and borrowed 
capital in Gosbank, with the exception of the amounts of receipts, the expenditure 
of which is permitted by USSR Gosbank, and the balances of money carried forward in 
their cashier's offices in the established amounts, is the most important condi- 
tion of the effecting of payments. The charter retains the existing forms of settle- 
ments between economic organs, as well as allows Gosbank, when this is necessary, 
to establish other forms of settlements. 


In conformity with the charter USSR Gosbank adds and pays interest on the deposits 
of citizens, and in the instances specified by USSR legislation also on the assets 
of enterprises, associations, organizations and institutions, which are in accounts 
at USSR Gosbank. The amount of the interest rates is established by the USSR Coun- 
cil of Ministers. 


The charter contains certain guarantees which are connected with the safeguarding of 
the interests of enterprises and organizations, which keep their assets and valua- 
bics at Gosbank. Thus, the charter specifies that without the consent of enter- 
prises, associations, organizations and institutions the writing off of the assets 
which are in their accounts at USSR Gosbank is allowed only in the instances speci- 
fied by USSR legislation, while when meeting claims against the accounts Gosbank 
observes the order of priority, which is established by USSR legislation. It is 
very important that the charter strictly regulates the possibility of the arrest 
and the issuance of a claim against the assets which are in Gosbank in settlement, 
current and other accounts, specifying the organs which have the right to this and 
the documents which serve as a basis for such a claim. 


The principle of the strict observance of bank secrecy is set forth in the charter. 
All the employees of USSR Gosbank are obligated to keep secret the transactions and 
accounts of USSR Gosbank and its clients. Information on the transactions and 














accounts of enterprises, associations, organizations and institutions can be re- 
leased to the clients themselves and their superior organs and, in conformity with 
the Law on the People's Control, to organs of the People's Control, as well as to 
judicial, investigative and financial organs with the observance of the established 
procedure. The charter also contains guarantees of the observance of secrecy with 
respect to the deposits of citizens. 


In respect to the deposits of citizens the charter emphasizes that the issuing of 
deposits on the first demand of citizens is guaranteed by the state. The main regu- 
lations of the receipt and issuing of the deposits of the population and the rights 
of citizens, which are connected with the disposal of the deposits made by them in 
Gosbank, are specified in the charter. 


The main functions of USSR Gosbank with respect to the fulfillment of the USSR state 
budget in cash temns are set forth in the charter on the basis of the laws in effect. 


Much attention is devoted in the charter to the regulation of the relations of USSR 
Gosbank in the area of USSR foreign economic activity. Business contacts of the 
Soviet banking system are now maintained with 1,730 banking institutions of 120 
states of the world.» In this connection in the new charter an important place is 
assigned to the regulation of the transactions of Gosbank in the area of USSR ex- 
change and credit relations with foreign states on the basis of a state monopoly, 
as well as with foreign currency. Here it must be emphasized that in contrast to 
the charter previously in effect, which spoke only about the extension of credit 
and settlements with respect to foreign trade, the norms of the new charter in con- 
formity with the USSR Constitution set forth the functions of USSR Gosbank more 
broadly, specifying that USSR Gosbank organizes and carries out in accordance with 
established procedure the extension of credit and payments with respect to foreign 
trade and other types of foreign economic activity. USSR Gosbank keeps an account 
and makes payments in accordance with the state credits and loans granted and re- 
ceived by the USSR, in accordance with the bank credits and loans granted and re- 
ceived by USSR Gosbank, as well as other USSR international settlements. Here the 
charter allows the transfer by USSR Gosbank of the making of the indicated clearing 
and lending transactions to other lending institutions of the USSR. The charter 
regulates the interrelations of USSR Gosbank with foreign organizations, specifying 
that USSR Gosbank can obtain credits and loans from foreign banks, lending institu- 
tions and organizations and can grant in accordance with established procedure cred- 
its and loans to foreign banks and other institutions. The charter sets forth the 
right of USSR Gosbank to conclude with foreign banks agreements on the procedure of 
payments and the keeping of accounts in accordance with intergovernmental trade, 
credit, payment and other agreeemnts, as well as correspondence, credit and other 
agreements. USSR Gosbank in accordance with established procedure opens accounts 
for foreign banks, foreign legal and natural persons, international organizations 
and Soviet citizens and receives deposits in foreign currency from them, as well as 
opens accounts in foreign banks and makes deposits in these banks. The charter con- 
tains a very important provision on the right of USSR Gosbank to participate in the 
capital of joint stock and other companies abroad, as well as to act as the rounder 
of such companies. The right of USSR Gosbank to assume the security and to issue 
guarantees on the monetary obligations of Soviet and foreign legal entities is set 
forth in the new charter. The right of USSR Gosbank to establish the exchange rates 
of foreign currencies in rubles and to publish these rates in the press, as well as 
to publish bulletins of the exchange rates of foreign currencies is reflected in 
the charter. 
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The charter sets forth the exclusive right of USSR Gosbank to the completion on the 
territory of th USSR of transactions on the purchase and sale of foreign currency 

and contains a .ist of currencies in conformity with the Ukaze of the Presidium of 

the USSR Supreme Soviet of 30 November 1976, "On Transactions in Foreign Currencies 
on the Territory of the USSR," 


In the new charter a special section is devoted to the accounting and reporting of 
USSR Gosbank and the auditing of the activity of its institutions. In it, in par- 
ticular, it is specified that the rules of bookkeeping and the organization of the 
paper flow at the institutions of USSR Gosbank are established by USSR Gosbank. 
The charter also contains the main provisions on the organization of auditing work 
at Gosbank. 


The need for the proper correlation between centralism and the democratic principle 
in the management of the economy was emphasized in the speech of L. I. Brezhnev at 
the October (1980) CPSU Central Committee Plenum. He indicated that centralization 
in the management of the economy of the country should be combined with the exten- 
sive rights and initiatives of the provinces, labor collectives and economic man~ 
agers. These instructions have a direct bearing on USSR Gosbank as an important 
economic organ of management. The new USSR Gosbank Charter consolidates the prin- 
ciple of democratic centralism both in the organization and in the activity of USSR 
Gosbank, 


The charter specifies that Gosbank with all its institutions is a unified system 
which is centralized on an all-union scale. The centralization of the Gosbank sys- 
tem, which is based on Lenin's instructions on this question, enables it to guard 
over statewide interests and is an important factor in the tightening up and ob- 
servance of state discipline, the assurance of the control by the ruble over the 
economic and financial activity of economic organs and the combatting of possible 
manifestations of regional tendencies. It should be emphaszied that the centraliza- 
tion in the organizational structure and management of the Gosbank system is based 
on democratic principles: it is closely combined with the extensive rights of the 
local institutions of the Gosbank system, which have all the means for the efficient 
solution of questions of the lending and clearing service of enterprises, associa- 
tions and organizations and the effective monitoring of their financial and econom- 
ic activity. It must be noted that the competence of the institutions of Gosbank 

in recent years has been extended appreciably. The new charter will promote the 
further development of the principle of democratic centralism in the activity of 
USSR Gosbank in all its aspects. 


The organizational structure of Gosbank is determined by the national state and 
administrative territorial system of the USSR. It includes: the offices of USSR 
Gosbank in the capitals of the union republics, as well as in the kray and oblast 
centers, the centers of the autonomous oblasts and autonomous okrugs, as well as 
the departments and agencies of USSR Gosbank in the rayon centers, cities and 
other population centers. On 1 January 1981 15 republic (union republic) offices, 
168 republic (ASSR), kray, oblast and okrug offices, 4,217 departments and 45 
agencies were a part of the system of USSR Gosbank. 


The organizational structure of the system of USSR Gosbank enables it to realize 
most effectively contacts and business cooperation with the republic and local 
organs of state power and administration in the elaboration and solution of ques- 
tions on their territory in the area of money circulation, the extension of credit, 














financing and settlements, especially as the legislation specifies extensive powers 
of these organs in the indicated questions. Thus, the USSR Law "On the Main Powers 
of Kray and Oblast Soviets of People's Deputies, the Soviets of People's Deputies 
of Autonomous Oblasts and Autonomous Okrugs"/ specifies the extensive rights of 
these soviets in the examination of questions connected with the strengthening of 
the money circulation on the territory of the kray, the oblast and the autonomous 
okrug, the approval of the plans on the extension of long-term credit and the moni- 
toring of the proper use of credits and the timely return of long-term loans and so 
on. The charter does not specify the specific rights of the institutions of USSR 
Gosbank. These rights within the competence of USSR Gosbank are specified by the 
Statute on the Institutions of USSR Gosbank, which is approved by the Chairman of 
the Board of USSR Gosbank. 


The principle of democratic centralism is also the basis for the management of USSR 
Gosbank. The charter specifies that Gosbank organizes its work on the basis of the 
combination of collectivism and one-man management in the discussion and solution 
of all questions on the management of the activity of USSR Gosbank. The Chairman 
of the Board of USSR Gosbank, who bears personal responsibility for the fulfillment 
of the tasks entrusted to USSR Gosbank, manages all the activity of USSR Gosbank. 
The Chairman of the Board of USSR Gosbank is appointed by the USSR Supreme Soviet, 
while during the period between its sessions he is appointed by the Presidium of 
the USSR Supreme Soviet; he is included in accordance with established procedure in 
the USSR Council of Ministers and enjoys within the limits of the laws in effect 
the rights granted to USSR ministers. He heads the Board of USSR Gosbank, to which 
the deputy chairmen and the members of the Board of USSR Gosbank, who are appointed 
by the USSR Council of Ministers, belong. The charter specifies the rights of the 
chairman and the competence of the Board of USSR Gosbank both in the area of the 
operations performed by USSR Gosbank and in the management and organization of the 
work of the USSR Gosbank system itself. 





The Board of USSR Gosbank monitors the observance by the institutions of USSR Gos- 
bank of USSR laws, other decisions of the USSR Supreme Soviet and its Presidium, 
decrees and regulations of the USSR Council of Ministers, the USSR Gosbank Charter, 
the orders, instructions and other acts of USSR Gosbank. At its meetings it exam- 
ines the most important questions of the activity of USSR Gosbank: the main ques- 
tions of the organization of the extension of credit and settlements, the regula- 
tion of money circulation, financing, accounting, reporting, intrabank monitoring, 
the drafts of credit and cash plans, the drafts of the most important orders, in- 
structions and other acts of USSR Gosbank, questions of the management of the work 
of the institutions of USSR Gosbank, the State Workers' Saving Bank and the enter- 
prises and organizations subordinate to USSR Gosbank, questions of the selection, 
training and use of personnel and other questions of the activity of USSR Gosbank. 


The decisions of the Board of USSR Gosbank are implemented, as a rule, by orders of 
the Chairman of the Board of USSR Gosbank and are mandatory for fulfillment by all 
the institutions, enterprises and organizations of USSR Gosbank. The offices of 
USSR Gosbank carry out the management of the «ctivity of the institutions of USSR 
Gosbank, which are located on the territory sf the corresponding union and autono- 
mous republics, krays, oblasts, autonomous oblasts and autonomous okrugs. 


For the purposes of the further strengthening of the combination of collectivism and 
one-man management in the activity of USSR Gosbank as a unified centralized system, 
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as well as the increase of the personal responsibility of management personnel of 
the republic organs of USSR Gosbank for the implementation of the decisions of the 
Board of USSR Gosbank, the charter specifies that a board made up of the manager 
of the office (the chairman of the board), his deputies and the members of the 
board, who are appointed by the Chairman of the Board of USSR Gosbank, is formed 
in the republic (union republic) office. The functions of the board of the repub- 
lic (union republic) board of USSR Gosbank are determined by the Chairman of the 
Board of USSR Gosbank. 


The creation of such an organ will tighten up the monitoring of the observance by 
the institutions of Gosbank of the legislation, the orders, instructions and other 
acts of USSR Gosbank and will make it possible to examine collectively the ques- 
tions, which are in the competence of the republic office of Gosbank, of the exten- 
sion of credit, money circulation, settlements and financing for the purpose of the 
further strengthening of bank influence on the financial and economic activity of 
the enterprises and organizations, which are located on the territory of the union 
republic. 


The USSR Gosbank Charter specifies that USSR Gosbank carries out the general manage- 
ment of the activity of workers" savings banks, and contains the main powers of 
USSR Gosbank in the area of the management of the savings business, 


Thus, the new USSR Gosbank Charter regulates all the aspects of the diverse activ- 
ity of USSR Gosbank. It serves as the legal basis for this activity. Therefore, 
the thorough study and strict observance of the norms contained in the new USSR 
Gosbank Charter are the most important duty of every worker of USSR Gosbank. 


In connection with the adoption of the new USSR Gosbank Charter much work has to be 
done on the promulgation in its development of a number of departmental acts of 
USSR Gosbank. A new Statute on the Institutions of USSR Gosbank will be drafted 
and approved, changes will be made in the Statute on the Structural Subdivisions of 
the Central Apparatus of USSR Gosbank, the Statute on the Banking Development Fund 
will be promulgated. 


The approval by the USSR Council of Ministers of the new USSR Gosbank Charter will 
promote the successful fulfillment by USSR Gosbank of the important tasks, which 
stem from the Main Directions of USSR Economic and Social Development for 1981-1985 
and the Period to 1990, on the enhancement of the role of financial and credit 
levers in the intensification of production, the strengthening of cost accounting, 
the intensification of the policy of economy and other tasks, which were set for 
USSR Gosbank by the party and the government. 


FOOTNOTES 
1. SP SSSR, No 3, 1981, Article 12. 


2. The charters of USSR Gosbank were adopted on 12 June 1929, 30 December 1949 
and 29 October 1960. 


3. SP SSSR, No 13, 1980, Article 89. 


4. SP SSSP, No 18, 1960, Article 160. 
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5. See V. S. Alkhimov, "The Banking System of the USSR in Action," KOMMUNIST, 
No 8, 1980, p 42. 


6. VEDOMOSTI VERKHOVNOGO SOVETA SSSR, No 49, 1976, Article 712. 
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INVESTMENT, PRICFS, BUDGET AND FINANCE 


CURRENT RESPONSIBILITY OF FINANCIAL ORGANS OUTLINED 
Moscow FINANSY SSSR in Russian No 6, Jun 81 pp 3-10 


/article by S. M. Miroshchenko, board member of the USSR Ministry of Finance: 
"State Revenue Tasks of Financial Organs in the Light of the Decisions of the 26th 
CPSU Congress" / 


/Text/ A steady implementation of the decisions of the 26th CPSU Congress and of 
L. I. Brezhnev's instructions contained in the accountability report of the CPSU 
Central Committee should become the guiding and directing basis for the economic 
and control work of all the units of the financial system. The realization of the 
assignments of the llth Five-Year Plan and the focus on economic intensification 
will require the further strengthening of the state's financial base, expansion of 
revenue sources and provision of their stability. 


"The Basic Trends in the Economic and Social Development of the USSR for 1981-1985 
and for the Period Until 1990" envisage "increasing the role of financial and cred- 
it levers in production intensification, in the strengthening of cost accounting 
and in the intensification of the policy of economy; more actively utilizing them 
in the solution of problems connected with an accelerated development and intro- 
duction of highly efficient, new equipment and removal of obsolete equipment from 
production, increase in the output of consumer goods and provision of services for 
the public, mobilization of intraeconomic resources and elimination of unproductive 
expenditures and losses." From these standpoints it is necessary to analyze the 
state of affairs and to map out the ways along which the methodological, organi- 
zational and practical activity of state revenue workers at all levels should be 
developed. 


The results of 1980 show that state revenue economists, following the decisions of 
the plenums of the CPSU Central Committee and the instructions of the board of the 
USSR Ministry of Finance, strictly basing themselves on the observance of the leg- 
islation in effect and constantly improving the manner and method of work, ful- 
filled their main task--the successful mobilization of the envisaged payments to 
the budget. On the whole, last year the state revenue plan was fulfilled 101.8 
percent for all types of revenues and every Union republic. A total of 3.7 bil- 
lion rubles were received in excess of the assignment. Budget debts were reduced 
considerably. During last year the state revenue apparatus made a large number of 
computation checks, analyses of individual areas of the financial and economic ac- 
tivity of enterprises and organizations and checks of tax reports and computations 
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and took an active part in the implementation of the measures envisaged by Union, 
republic and local plans for the basic problems of economic and control work. The 
state revenue apparatus actively participated in the practical fulfillment of party 
and government decisions on problems connected with the further improvement in the 
methods of economic management and in the economic mechanism and in the search for 
the possibilities for an additional output of consumer goods. Numerous examples 

of people's creative activity and initiative and of their profound and conscientious 
attitude toward work can be cited. 


However, giving credit to what has been done, we must see the potentials and the 
unsolved problems and with due regard for this set the tasks for the future. 
First of all, let us examine the work on the turnover tax, which represents the 
basic and most stabl2 source of state budget revenues. 


Above-plan turnover tax proceeds totaled 1.4 billion rubles. At the same time, in 
textile, margarine, confectionery, perfumery and cosmetics and tobacco industries 
the assignments were not fulfilled. This was due to the fact that the confection- 
ery sector delivered 15,000 tons of articles less than envisaged by the plan, the 
margarine sector, 112,000 toms and the tobacco sector, 17.5 billion cigarettes. 
Whereas in the Azerbaijan SSR the plan was not fulfilled for six sectors, in the 
Ukrainian SSR, for five sectors and in the RSFSR, for four sectors, in Belorussia, 
Georgia, Lithuania, Moldavia, Latvia, Turkmenia and Estonia all sectors coped with 
the assignment. With proper work organization and strict control on the part of 
state revenue workers plans should and can be fulfilled. 


There are also serious shortcomings in a number of light industry sectors. The 
main complaints are against the quality of goods. In 1980 the wholesale depots of 
republic ministries of trade transferred more than 9 percent of cotton fabrics, 8 
percent of silk fabrics and 6 percent of sewn and other articles to lower grades, 
or returned them for alteration. It comes down to the fact that almost the entire 
output of individual enterprises is rejected. For example, 78 percent of the 
checked articles were rejected at the Rasskazovo Knitwear Factory in Tambovskaya 
Oblast and 55 percent, at the Astrakhan" Knitwear Combine. 


During checks financial organs should pay even more attention to the quality of 
output, promptly uncover the reasons for rejects and submit these problems to su- 
perior organizations for consideration. 


The assignments for 1981 are big and complicated. They should become the starting 
point for the accomplishment of the far-reaching projects that the party determined in 
"The Main Directions in the Economic and Social Development for 1981-1985." Turn- 
over tax proceeds will increase by 3.1 percent and total more than 97 billion ru- 
bles. At the same time, in a number of sectors a significant growth of this tax 

is envisaged as a result of an increase in output and improvement in quality and 
assortment. Suffice it to say that in the textile industry tax proceeds increase 
by 5.2 percent, in the footwear industry, by 4.9 percent, in the margarine indus- 
try, by 11.8 percent, in the brewing industry, by 7.8 percent and in the perfumery 
and cosmetics industry, by 12.4 percent. The assortment of output in the confec- 
tionery, liqueur and vodka and footwear industries should be improved considerably. 





In connection with the increase in cocoa bean processing a significant improvement 
in the assortment of confectionery articles is envisaged. With the decreased pro- 
duction of liqueur and vodka articles, as compared with the actual execution in 
1980, tax proceeds will increase as a result of the improvement in assortment. 

The significant growth of turnover tax proceeds in the brewing industry is due to 
the fact that the production of beer has increased by 11.5 percent, or by 70.6 
million decaliters, and of nonalcoholic beverages, by 7.1 percent, or by 26 mil- 
lion decaliters. As a result of the increase in the volumes of production and im- 
provement in the assortment of output there is an increase in tax proceeds from 
light industry goods and from a number of industrial ministries producing goods for 
cultural-general purposes and household use. 


Thus, the turnover tax plan for 1981 is stepped-up, but realistic for fulfillment. 
All this obligates financial organs to greatly intensify economic and control work 
in order to ensure its unconditional fulfillment. 


The proportion of turnover tax proceeds from light industry goods in the total plan 
comprises 26 percent. Naturally, the course of payment to the budget in this sec- 
tor significantly affects the fulfillment of the turnover tax plan as a whole. 
Furthermore, to this day light industry goods worth almost 45 billion rubles have 
not been distributed to enterprises and light industry goods worth almost 90 mil- 
lion rubles have not been fully purchased by trade organizations, mainly owing to 
the lack of correspondence of the assortment. This applies to all the republics 
except for Lithuania and Latvia. Republic ministries of finance and local finan- 
cial organs must take measures in the localities to accelerate the assignment of 
plans for the production of goods in accordance with the indicators of the nation- 
al economic plan to enterprises and to conclude contracts with trade organizations 
and other customersfor their full delivery. 


Inefficient enterprise work is not a reason for lowering the turnover tax plan. 
This matter can be determined only if the USSR Government adopts decisions on this. 
However, a number of republic ministries of finance do not take this into consid- 
eration and, instead of taking efficient measures, financial organs raise the ques- 
tion of correcting turnover tax plans toward their reduction. 


For example, the Ministry of Finance of Azerbaijan at the end of the third quarter 
reported twice that the turnover tax plan throughout the republic was not ful- 
filled owing to the nonfulfillment of the output plan by the Kirovabad Carpet and 
Cloth Combine and the Baku Refrigerator Plant and on this basis requested that it 
be reduced. The Ministry of Finance of Georgia in the fourth quarter requested 
that the turnover tax plan for the wine making industry be reduced only because 
the plan for the production of champagne and grape wine was not fulfilled. The 
Ministry of Finance of Uzbekistan often requested that the tax plan for the fourth 
quarter for many industrial sectors be reduced owing to the nonfulfillment of the 
plans for the production of goods in terms of volume and assortment by enterprises. 


From the very beginning of the year financial organs must carefully analyze the 


course of fulfillment of plans in industry and trade and through the appropriate 
organizations take measures to eliminate the established shortcomings. 
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Of special significance is a revision of turnover tax rates on the basis of the 
new wholesale prices introduced in the national economy as of 1982. What is its 
characteristic? First of all, a general revision of rates affecting all sectors 
and all goods. This is a revision of rates at all the levels of subordination of 
enterprises--Union, republic and local. Then, since new rates for thermal and e- 
lectric power will be introduced and contributions for social insurance will be 
increased as of next year, extensive analytical work on taking into consideration 
the effect of these measures on the level of profitability of goods and articles 
will be needed. Finally, in order to more fully grasp the effect of the newwhole- 
sale prices on the level of production costs, it will be necessary to perform a 
double series of calculations--under existing and, separately, under projected 
conditions. 


Thus, vast work is ahead. It requires special attentiveness, a profound economic 
analysis and a complex technique of calculations, which should be performed on a 
high organizational and qualitative level within the scheduled period. 


As of 1982 the state revenue apparatus will perform new functions connected with 
the imposition of a charge for water. The expenditures of enterprises on the 
charge for diverted water within the limit will be put down to production costs 
and above-plan (above-limit) expenditures will be taken into account in the struc- 
ture of unproductive expenditures. The instruction is now being worked out. Its 
profound study and correct application must be ensured. 


The decisions of the 26th party congress and L. I. Brezhnev's report stress the 
need for a qualitatively new approach to problems connected with the production of 
consumer goods. Increasing the output, improving the assortment and raising the 
quality of goods to the level of world standards, expanding the initiative of Un- 
ion, republic and local organizations in their production and enhancing the role 
of heavy industry sectors in the output of consumer goods--all these problems con- 
cern financial organs most directly. To see to it that the turnover tax system 
not only does not hamper, but, conversely, stimulates enterprises in the output of 
consumer goods--this must be pursued in the most careful way. The procedure of 
payment of the difference between wholesale prices for consumers and wholesale 
prices for manufacturers to the budget has already been determined. It will be 
introduced as of this 5-year period. A special procedure of computing the turn- 
over tax on experimental batches of goods and on especially fashionable articles 
has been approved. The system of liquidation of credits from the turnover tax in 
cases of expansion of production and improvement in the quality of goods will be- 
gin to operate in a new way. Wide horizons of creativity, rationalization and 
initiative open up before every economist. 


In the last few years not a single type of state revenue has been subjected to 
such a change and improvement as payments from profit. This is not accidental. 
Profit is an important economic category deteriuining the degree of efficiency of 
work of sectors, enterprises and organizations and, at the same time, a major 
source not only for forming budget revenues, but also for covering many expendi- 
tures in the sphere of production. This explains the complexity and importance 
of the work on the fulfillment of the plan for payments from profit. 
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First of all, control over the prompt assignment and correct planning of payments 
is needed. On the whole, such work proceeds normally, but we must not fail to note 
significant shortcomings. The assignment of plans is delayed for a long period, 
payments to the budget are planned not in relation to the amounts of profit and 
plans for payments to the budget are understated in the first half year and, con- 
versely, overstated in the third and, especially, fourth quarters. Therefore, 

some financial organs and ministries of finance of the Union republics detect such 
cases too late, when it is difficult to rectify the situation. 


The chief thing is to strictly control the course of fulfillment of plans for pay- 
ments to the budget. Behind the generally successful result there are cases of 
disruptions in the fulfillment of assignments. In practice, in 1980 there was no 
single Union republic where plans were fulfilled by all ministries and departments 
without exception. 


By no means everything depends on financial organs. However, our task is to es- 
tablish the reasons for the nonfulfillment of plans in advance, to immediately send 
information to the republic councils of ministers, directors of ministries and par- 
ty organs and to strictly control the course of execution of the adopted measures. 


Control over a substantiated introduction of changes into plans occupies a special 
place. It would seem that existing documents quite clearly state that in excep- 
tional cases the plan can also be corrected for reasons not depending on the pro- 
duction and financial activity of enterprises and organizations. In practice, how- 
ever, many financial bodies appear in the role of agents for negligent managers. 
This is not a state or party approach to work and we must resolutely fight against 
this. 


A computation check of statements of accounts and balances of associations and en- 
terprises, as well as an analysis of their financial and economic activity, is an 
important area of work. As a result of an increase in the responsibility of man- 
agers of most financial organs and of many state revenue workers a computation 
check of statements of accounts and balances for 1979 was made in all the envisaged 
associations and enterprises, owing to which, in addition, about 1 billion rubles 
were paid to the budget. 


Financial organs in Belorussia, the RSFSR, the Ukraine, Lithuania and Latvia paid 
special attention to problems connected with the reliability of reporting data and 
correctness of the payment of bonuses and allocation of profit for additional de- 
ductions into economic incentive funds and promptly took measures to eliminate 
cases of report padding and distortion. 


The number of checks of the financial and economic activity of associations and 
enterprises of Union and republic subordination has increased in many republics. 
Problems connected with ensuring the plans for the production of consumer goods 
should occupy a special place. It is necessary to uncover the reasons for the 
output of unmarketable and low-quality goods and jointly with planning and Soviet 
organs to develop proposals for an increase in the production of goods in great 
demand and to submit them to ministries and departments for consideration. 
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Problems connected with the organization of the work of republic industr‘al min- 
istries on the introduction of the provisions of the decree No 695 dated 12 July 
1979 of the CPSU Central Committee and the USSR Council of Ministers should be in 
the field of vision. The number of enterprises whose activity is planned and eval- 
uated on the basis of the new indicator of normative net output is increasing. 
Right now more than 2,000 enterprises of 25 ministries operate according to this 
indicator. The bulk of industrial ministries will begin to use it as of 1982 af- 
ter the approval of the new wholesale prices and rates. It is necessary to care- 
fully study the correctness of its determination in order to avoid violations in 
the calculation of economic incentive funds and of the payment of bonuses. 


In connection with the fact that the transfer of republic ministries to the nor- 
mative method of profit distribution is decided directly in republics, it is nec- 
essary to analyze the results of application by republic ministries, associations, 
enterprises and organizations of the new principles of management and in the ap- 
propriate cases to make proposals for the further improvement in the economic 
mechanism. 


Recently a nimber of other revenues have assumed exceptionally great importance. 
They include such payments as income tax on the profit of cooperative and public 
organizations, income tax on kolkhozes and forest revenues. As a result of the 
computation checks of payers of income tax on profit, in 1980 budget revenues were 
increased by more than 12 million rubles and after the checks of forestry stations 
and sections, in addition, more than 30 million rubies of forest revenues were 
mobilized for the budget. 


In this area there are the same problems as in payments from the profit of state 
enterprises. At the same time, however, there are even greater complications. 
The qualitative composition of accounting personnel in cooperatives, public orga- 
nizations and kolkhozes is weaker than at state enterprises. Therefore, the role 
and responsibility of state revenue workers, who often have to engage in control, 
as well as to train accounts workers, increases significantly. We must not limit 
ourselves only to a check of tax computations. We must more profoundly investi- 
gate the economy, analyze the economic system and help kolkhozes and cooperative 
and public organizations to find the reasons for low profitability and for in- 
creased production costs and the potentials for the growth of the production of 
goods, articles and services. 


A special methodological textbook on the procedure of checking the completeness 

of proceeds of other revenues was published recently. We must see to it that this 
textbook is a guide to action and gives rise to the creative activity of state 
revenue economists. 


Today there are still many defects in the work on other revenues. For example, in 
Moldavia only 42 out of 379 reports of payers of income tax on profit were checked 
and, according to the data of the republic's Ministry of Finance, 16 reports re- 
mained unchecked. In a number of places there are cases of an inferior check of 
tax computations of kolkhozes. Here and there financial organs overlook the fact 
that some enterprises and kolkhozes allow timber felling without permits. 
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It is necessary to intensify control over these and other revenues, such as debts 
to creditors and depositors, revenues from the sale of mismanaged and confiscated 
property and so forth. There should be no trifles in our work. 


A great deal has been done to simplify tax work. Financial organs have been re- 
lieved of some complications in mutual relations with the public. The existing 
legislative and instructive base makes it possible to correctly and quickly account 
for taxpayers, to calculate payments for them and to organize control over full 

and prompt payments to the budget. 


Practice shows that the majority of financial organs cope with their work and en- 
sure strict observance of the tax policy of the state. However, some officials 
have weakened the demands on managers and accountants of enterprises and organiza- 
tions, in which wage taxes are incorrectly withheld. In the course of audits it 
turns out that at the same enterprise year after year workers are subjected to the 
same miscalculations. State revenue inspectors are representatives of state fi- 
nancial control and from these standpoints they mst be principled and demanding, 
seeking, on the one hand, to eliminate and prevent errors and, on the other, to 
punish the individuals through whose fault a distortion of tax legislation is per- 
mitted. 


Many problems concerning income tax on citizens who have income in addition to 
wages now arise. Critical remarks addressed to financial organs, stating that 
sometimes they do not detect individuals who have income from nonwage work and, in 
particular, unearned 1wcme, began to appear in letters and newspapers. The work 
of financial organs mst be organized so that individuals who receive income not 
from wage work and are obl.’gated to pay taxes are under constant control. 


There are still cases of incorrectly granted agricultural tax privileges. It seems 
that with due regard for what has already been attained there is now every reason 
to set the task of fully eliminating any cases of violation of legislation. 


The new local tax legislation will be in effect in 345 months. It is simpler than 
the former one, makes it possible to eliminate the previously existing big recal- 
culations with the public during the year and simplifies the granting of many priv- 
ileges. At the same time, the system of local taxes and, in particular, of the tax 
on transport vehicle owners now also includes rural localities. Therefore, it is 
necessary to ensure control over a careful study of the new land and a correct ap- 
plication of its provisions by every financial organ. 


On the whole, in the state revenue system the work with letters from workers and 
other citizens is organized satisfactorily. Audits and checks show this. Never- 
theless, there are cases when financial organs give formal answers. 


Comrade L. I. Brezhnev stated the following in the accountability report of the 
CPSU Central Committee to the 26th party congress: "Every party worker and every 
manager must consider a sensitive and attentive attitude toward citizens" letters, 
requests and complaints his duty to the people and to the party." These instruc- 
tions should become the norm of behavior for state revenue workers. 
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Problems of training cadres of tax workers and of improving their practical skills 
should constantly be in the field of vision. Young people who do not have suffi- 
cient experience are the main contingent here. This cannot but have a negative 
effect on the general state of affairs. Measures mst be taken so that every wor- 
ker is most thoroughly familiar with tax legislation and with the technique of tax 
computation and determination of taxable income and has skills of communication 
with the public. It is advisable to more widely utilize the experience of special- 
ists with a long service, to develop tutorship, to more frequently hold seminars 
and conferences and to introduce advanced experience. 


An efficient and effective organization of the control and check of the work done 
is an indispensable condition for the solution of the problems facing the state 
revenue system. The problem of intensifying auditing and inspection work on state 
revenues is now exceptionally acute. More than 2,000 state revenue workers are 
enlisted in audits and checks throughout the country. This is a large force. How- 
ever, it must be utilized sensibly. Every trip of an auditor to a locality must 

be well organized and the elimination of existing shortcomings, prevention of pos- 
sible deficiencies and an unconditional improvement in work must be the results. 


As a rule, a large number of tax reports and computations are checked in the course 
of audits and checks, which greatly increases the responsibility of enterprise wor- 
kers for the correct drawing up of documents, and of financial organs, for the 
quality of checks. Organizational work must now be put in the forefront. The ef- 
forts of the auditing apparatus must be directed toward this. 


The attention of financial organs should be drawn to the incomplete staffing of 
the posts of auditors of state revenues. Although the number of vacancies is de- 
creasing, 50 posts were not staffed at the beginning of 1980, including 25 in the 
RSFSR, 10 in the Ukraine and 6 in Kazakhstan. 


The increasing demands on the auditing apparatus also require an improvement in 
its qualitative composition, primarily higher specialized training. However, the 
order of the USSR minister of finance on filling the posts of senior inspector 
auditors with specialists with higher education is not fully fulfilled in many fi- 
nancial organs. Often workers who do not have higher education are placed in such 
posts and few of them are drawn into training by correspondence. The efficiency of 
auditors’ work will intensify considerably provided greater attention is paid to 
the entire set of problems connected with the organization of audits and checks, 
that is, preparation for execution, formulation and realization of the materials 
obtained. Problems connected with the organization of auditing work should con- 
stantly be in the field of vision of every chief of administration. At the same 
time, there must be concern for the vocational training of auditors, as well as 
for the development of high civic and moral qualities enabling them to represent 
state interests in an appropriate way. 


Under present conditions the importance of workers' discipline and personal res- 
ponsibility increases considerably. Cases of a formal fulfillment of individual 
instructions and official duties are still tolerated. Often, requesting some in- 
formation or making an audit, we receive a vast list of documents and locally im- 
plemented measures. Among them one can see five or six letters to financial or- 
gans on the same subject and three or four orders on the same matter instead of 
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issuing one document on the course of fulfillment of such-and-such a document or 
order, analyzing "bottlenecks," finding those guilty of the nonfulfillment of past 
decisions and developing specific measures to eliminate shortcomings. 


We have many examples of bombardment at the end of quarters and of the year by 
financial organs, which are led by economic managers, with telegrams and letters 
requesting a correction of the plans for payments to the budget only for the reason 
that the plant, factory and organization do not fulfill production plans. However, 
no calculations or substantiations are attached to these petitions and the measures 
implemented are not indicated. Such documents will no longer be examined. 


The 26th CPSU Congress also discussed an improvement in the qualitative composi- 
tion of personnel and in its disposition and education. We see a wide field of 
activity here. Such problems as the enlistment of workers of financial organs in 
training by correspondence, expansion of the practice of seminar activities, lis- 
tening to individual workers, creation of a reserve for advancement and many oth- 
ers as yet are not always solved everywhere as needed. 


The fulfillment of the assignments of the 11th Five-Year Plan requires an improve- 
ment in organizational and political work. It is necessary to ensure the fulfill- 
ment of the set assignments, high organization and efficiency in work and strict 
observance of planning discipline in al] units. The development of enterprise, 
responsibility and initiative among personnel is an indispensable condition. Man- 
agers of financial organs must more boldly and efficiently take up the creative 
initiative of advanced workers from the localities, especially as the number of 
pamphlets and posters on exchange of experience has been sharply reduced in the 
last few years and most of the examined and approved rationalization proposals 
concern only specific, minor areas of work. 


The 26th CPSU Congress appealed to the entire nation to see to it that each of us, 
wherever he may work and whatever post he may occupy, always thinks about the new, 
useful and original things that he may give. Viewing the party's plans as their 
personal and vital concerns, state revenue workers should apply all their effort 
and knowledge to a successful fulfillment of the tasks facing us. 


COPYRIGHT: "Finansy SSSR", 1981 
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INDUSTRIAL DEVELOPMENT AND PERFORMANCE 


PROBLEMS OF INDUSTRIAL CENTER FORMATION DETAILED 


Moscow IZVESTIYA AKADEMII NAUK SSSR: SERIYA EKONOMICHESKAYA in Russian No 3, 
May-Jun 81 pp 84-96 


/Article by G. P. Belyekov and 0. A. Nekrasov: "Problems of the Formation of In- 
dustrial Centers"/ 


/Text/ The main directions of the increase of the cost effective- 
ness of the planned formation and development of industrial cen- 
ters, which have become the most important form of the building of 
new facilities, are substantiated in the article. On the basis of 
the generalization and analysis of tl : gained experience of organ- 
izing group construction, measures are suggested which are aimed 
at its perfection and the improvement of the financial backing and 
material supply of the projects being built within industrial 
centers. 


The importance of the group location of enterprises and the formation of industrial 
centers and territorial production complexes is increasing more and more in the 
solution of the problems of improving the distribution of the productive forces of 
the country, perfecting the territorial proportions of the national economy and in- 
creasing the effectiveness of capital investments. P.cticular attention was di- 
rected to this in the decisions of the 26th and 25th CPSU Congresses and in the de- 
cree of the CPSU Central Committee and the USSR Council of Ministers "On Improving 
Planning and Strengthening the Influence of the erg | Mechanism on Increasing 
Production Efficiency and Work Quality" /2, p 223; ; 3/. 


The number of industrial centers being formed in the USSR is steadily increasing. 
Whereas from 1964 to 1970 USSR Gosstroy approved 244 outlines of the general plans 
of industrial centers, which included 2,800 enterprises with a total estimated cost 
of construction of about 30 billion rubles /4/, by the start of the 10th Five-Year 
Plan the number of outlines had already come to nearly 400, which included 5,800 
enterprises of variouse sectors of the national economy with a total estimated cost 
in excess of 55 billion rubles 15/7. 


The tendency for the role of industrial centers in the distribution of productive 
forces to increase is especially characteristic of the eastern regions of the coun- 
try, where much construction is being performed in connection with the tasks of 
their rapid development. Thus, in Krasnoyarskiy Kray during the 10th Five-Year 
Plan it is proposed to assimilate more than 40 percent of the capital investments 
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being allocated for the development of industry at the projects being constructed 
in industrial centers. 


The need for the group construction of enterprises with a common ancillary works 
and maintenance service, common engineering structures and underground mains objec- 
tively stems from the requirements of the overall development of the productive 
forces and the assurance of the efficient use of all types of resources. "The main 
thing we should count on," L. I. Brezhnev indicated, "is the increase of production 
efficiency. To put it more simply, the essence of the problem is to achieve a sub- 
stantial increase of the production volume and the national economy for every unit 
of expenditures--labor, material and financial. The increase of the productivity 
of national labor, in the final analysis, also consists in this" /2, p 55/. 


The comprehensiveness of the development of the productive forces presumes the par- 
allel construction in the same region of a number of enterprises which ensure the 
efficient use of its natural and manpower resources. Such construction requires 
considerable capital investments. At the same time, since the construction of the 
enterprises is carried out at the same time, this makes it possible to create for 
them common facilities of the infrastructure, as well as an ancillary works and a 
maintenance service. The economic impact achieved in this case can be very signifi- 
cant and is determined by how thoroughly the reserves for increasing the effective- 
ness of group location are utilized. 


The analysis of the estimates of the efficiency of the industrial centers being 
formed in different economic regions shows that as compared with separate construc- 
tion the estimated cost of construction of the enterprises being built within an 
industrial center is reduced by approximately 3 percent. In this case the operating 
(the cost of the output) and the transportation and procurement costs are reduced 
substantially, since within industrial centers it is at times possible to unite 
enterprises whichare technologically interconnected. The area of the grounds being 
developed for the industrial centers as a whole decreases by 10 percent, the length 
of the underground engineering mains is shortened by 20 percent. The number of 
buildings and structures as compared with the conditions of the separate construc- 
tion of buildings is reduced by 25 percent. As a result the expenditures on the 
building of centerwide facilities are reduced by 20 percent /4, 6/. 


In a number of instances the impact of the formation of industrial centers is even 
more significant. It increases owing to the joint construction of enterprises, 
which cooperate in the output of the main product. Then the economic combination 
of the works within industrial centers makes it possible to decrease the cost of 
the output being produced by 20-25 percent and to decrease the amount of capital 
investments being allocated through sectorial channels for the construction of de- 
tached enterprises by 30-35 percent /7/. It should be noted that these figures, 
which characterize the effectiveness of yroup construction, are perhaps the high- 
est of the figures published in economic literature. The generalized data show 
that the amount of the capital investments in industrial centers as compared with 
individual construction decreases by 3.0-10.0 percent. 


However, there is one significant circumstance here, which should be taken into 
account when appraising the cited data. Being the estimated, design characteris- 
tics of the impact of group construction, they nevertheless do not make it possible 
to estimate quantitatively the real economy of expenditures, which was achieved 
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in the process of building industrial centers. The reason for this is the frequent 
refusals of ministries and departments to build the enterprises subordinate to them 
within an industrial center, as a result of which the design information, which con- 
firms the effectiveness of group construction, in economic practice is distorted 
very perceptibly. 


This, of course, does not eliminate the need to approach group construction every- 
where as the main form of the construction of enterprises. The planned impact of 
yindustrial centers is determined on the basis of the same norms and standards as in 
the case of the individual construction of enterprises. But what has been said at- 
‘tests that, without solving a number of questions of the efficient organization of 
the formation of industrial centers, it is impossible to fully utilize the reserves 
of the increase of production efficiency, which are contained in the improvement of 
its territorial organization. 


The effectiveness of the formation of industrial centers can be assured by means of 
various factors. 


/First, as a result of the determination of the efficient composition of the enter- 
prises being included in the industrial center/ /in italics/ (with respect to the 
number and the interdependence of the works belcaging to it). Here it is necessary 
to take into account: 


the dates of the start and completion of the construction of the enterprises for 
reducing the amount of the temporarily divertible capital for centerwide facilities 
with a difference in the time of the placement into operation of the production 
capacities of the enterprises; 


the creation of the conditions for the production cooperation of the enterprises in 
the industrial center, including from the point of view of the comprehensiveness of 
the utilization of natural resources and the development of common ancillary works; 


the assurance of the efficient use of manpower resources; 


the use of the great opportunities for the development of common engineering struc- 
tures and the reduction of the area being built up; 


the reduction of the adverse influence on the environment and the relative decrease 
of the area being built up; 


the decrease of the effect on the environment and the relative reduction of the ex- 
penditures on the engineering support of environmental protection. 


At present machine building enterprises (8 percent), enterprises of the petrochemi- 
cal, metallurgical, coal and power industries (13 percent), light and the food in- 
dustries (ll percent), the wood processing and pulp and paper industries (2 per- 
cent), the construction industry and the construction materials industry (28 per- 
Pep supply and trade (12 percent) and other sectors, including local industry 

6 percent), are a part of the industrial centers being built /8/. Under these 
lenkichedn the substantiation of the advisable composition of the enterprises in 
the industrial center makes it possible to decrease the specific capital expendi- 
tures on the output of a unit of a product, to reduce its production cost, to 


38 











decrease the transportation and current nonproductive expenditures and to decrease 
the number of workers. However, the production structure of the industrial centers 
being formed at present does not meet the requirements of the  cchievement of their 
maximum efficiency. As the analysis of the general plans of the industrial centers 
located in different economic regions of the country shows, the proportion of those 
of them, to which enterprises interconnected through the cooperation of the main 
works belong, does not exceed 10-15 percent of their total number. The absolute 
majority of centers consist of enterprises, between which cooperation with respect 
to the main works is generally impossible. Thus, an asphalt plant, a grain products 
and a fruit and vegetable combine, a trade and a timber base are a part of the Sumy 
Northern Industrial Center (Ukrainian SSR). The Novyye Chekany Industrial Center, 
which is well known to specialists (from the experience of the management of the con- 
struction of the center by the United Board of Directors of the construction of the 
enterprises) and was built in the region of Kishinev, also unites the ununitable: 

a glass container plant and the Elektromashina Plant, a refrigerator plant and a 
cardboard box factory. 


It is not hard to cite quite a large number of such examples among the "fitted" 
general plans of industrial enterprises. They all attest to one thing--the planned 
formation of industrial centers to say the least very often does not ensure the 
optimization of the territorial production relations between the enterprises which 
are a part of them. 


Is this not the task of industrial centers? For they are, as is known, a form of 
group construction, and not a form of the management of a territorial community of 
enterprises which by chance were nearby. Is it possible in such a case to make on 
them the demand of the planned assurance of the optimality of the production rela- 
tions between the enterprises? This question is by no means pointless, since until 
recently planning organs actually have not taken part in the determination of the 
composition of industrial centers. 


In our opinion, it is both possible and necessary. The economic substantiation of 
the successive sectorial links of industrial centers, many of which are not con- 
nected into a unified whole either by the output being produced (it is not deliv- 
ered for further processing to the enterprises of the complex) or with respect to 
raw materials (they are supplied entirely from outside), should become the first step 
in the improvement of the determination of the composition of industrial centers. 


The substantiation of the sectorial interdependence and structure of industrial 
centers will make it possible to increase sharply the level of their intersectorial 
and intrasectorial combination. For this reason the need has now arisen for the 
classification of the types of industrial centers not only with respect to the al- 
location of basic production, which determines its specialization, but also with 
respect to the degree of proportionality of the works which are a part of this 
complex. Precisely the sectorial features of the works being formed into a complex 
at this stage are becoming one of the most important objects in the drafting of 

the plan of industrial centers. 


Of course, it should not be forgotten that the potentials of industrial centers 
here are not unlimited. It is hard to expec that all the enterprises belonging to 
them will be production combines. Such a problem can be successfully solved only 
on the basis of the designing of sectorial production complexes. However, the fact 








that the selection and inclusion of enterprises in centers are often of a random na- 
ture, does not arouse doubts. This is also attested by the data on the large sav- 
ing of capital investments in centerwide facilities, which, however, is far from 
that large for construction as a whole, since the expenditures on the building of 
the main facilities of industrial centers are very significant and determine their 
"gross" amount. 


That is why industrial centers, which are now, as a rule, a conglomerate of enter- 
prises that are not interconnected, should gradually be transformed into territorial 
production combinations, within which a certain proportionality of the individual 
works, their interconnection and interconditionality are assured. 


The approach of the industrial centers merely as an advanced form of group construc- 
tion, unfortunately, is typical of the work of very many design organizations. By 
not making it possible to realize the advantages of comprehensiveness in the devel- 
opment of production, it is oriented mainly toward the search for versions which 
provide a saving of capital investments and operating costs mainly by means of the 
construction of a common production infrastructure or at best by means of the con- 
centration of auxiliary facilities. However, the achievement of the coordinated 

and interdependent development of the economy of a territory will provide a con- 
siderably greater impact than "the construction saving." 


/Second, by the construction of facilities of the infrastructure, which are common 
to the enterprises/ /in italics/. As a rule, centerwide facilities of engineering 
Support (heat supply, water supply, sewage, rail and motor transport, electric 
power supply), centerwide cooperative production facilities (procurement, repair 
and tool works, packaging and other shops), centerwide service facilities (a fire 
station, health facilities, cultural and sports institutions, dining rooms and 
others) are built within industrial centers. With the construction of centerwide 
facilities, in spite of the increase of the scale and cost of each of them, a re- 
duction of the specific expenditures per unit of output is ensured, the operating 
costs decrease and the number of people working at these facilities decreases. 


At present the saving achievable as a result of the construction, for example, of 
collective supply lines (transportation and engineering) amounts in a number of 
cases to 40 percent of the impact of the formation of an industrial center. How- 
ever, such a significant impact is characteristic first of all of the mixed type 
of industrial centers. It decreases substantially at industrial centers having a 
sectorial orientation and constitutes the minimum for industrial centers, within 
which machine building enterprises predominate. The tendency for a relative de- 
crease of the saving achieved by means of this factor with an increase of its ab- 
solute amount will be progressive here. 


/Third, by means of the efficient layout of the industrial center and the decrease 
of the area being built up/ /in italics/, which will make it possible to reduce 

the expenditures on its development and maintenance in the condition necessary for 
production, as well as to decrease he area of the farming lands, which are appropri- 
ated for industrial construction, and in this connection the amount of compensa- 


tion for the indemnification of the losses of agricultural production. 


As a rule it is customary to say much about the importance of this factor, but its 
quantitative influence on the efficiency of industrial centers is far from always 
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specified in the estimates. Meanwhile the scale of the withdrawal of farming lands 
at present is quite significant. Starting with the Eighth Five-Year Plan, every 

5 years large land areas, a portion of which is farming lands, are withdrawn for 
construction. As a result in our country the farming lands per person are decreas- 
ing. 


The decrease of the area of the tracts being built, which is achievable as a result 
of the changeover to group construction, is making it possible also to reduce the 
expenditures on the preparation of the area for industrial construction. The latter 
have now come for the country on the average to 50,000 rubles per hectare of area, 
and to approximately 20,000 rubles in small and medium-sized cities and 200,000 
rubles in large cities. 


The analysis of a large number of general plans of industrial centers showed that 
the proportion of the saving obtained as a result of the reduction of the area of 
the construction site in the total amount of the impact of industrial centers 
ranges from 5 to 25 percent. 


/Fourth, by the coordination of the design solutions of the construction of enter- 
prises of different sectors/ /in italics/, which ensures the standardization of 
structural members and parts, as well as the elimination of the duplication of 
facilities within the enterprises. 


Organizational factors, which, on the one hand, make it possible to ensure the im- 
plementation of the adopted decisions and thereby to succeed in obtaining the plan- 
ned economic impact, are of enormous importance in increasing the efficiency of the 
formation of industrial certers. On the other hand, the coordination of the activ- 
ity of all the organizations involved in the formation of the industrial center 
yields an additional impact due to its formation as a unified whole. 


However, the analysis of the practice of designing and building inaustrial centers 
shows that at present their efficiency is being guaranteed mainly only by the build- 
ing of centerwide facilities and the decrease of the area being built up. The po- 
tentials of the effectiveness of the group location of enterprises, which are con- 
nected with the improvement of the processes of the planned formation of industrial 
centers, are being utilized to a considerably smaller extent. 


Under the conditions of the existing practice of forming industrial centers the 
outline of the general plan of the industrial center is the main document which 
determines their structure and the organization of construction. During its elabo- 
ration it is possible to solve a number of problems, the most important of which 
are the assurance of the most efficient location of the group of enterprises on the 
area set aside for their development, the determination of the composition of the 
facilities common to the group of enterprises and the preparation of suggestions on 
the organization of their construction, the elaboration of a combined architectural 
and layout solution of the development of the industrial grounds and its coordina- 
tion with the general plan of the city or population center. The compilation of 
the outline of the general plan of the industrial center concludes with the deter- 
mination of the cost effectiveness of the adopted decisions on its formation. 


At present the outlines of the general plans of industrial centers are drawn up by 
the territorial design organizations of USSR Gosstroy jointly with specialized de- 
sign organizations. As a rule, such outlines are approved by USSR Gosstroy. For 
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all the importance of the elaboration of the outlines of the general plans, they 
are at present still not playing a decisive role in the formation of the industrial 
center. Being a preplanning document, the outlines are not of a directive nature 
for the ministries and departments whose enterprises are included in the indus- 
trial center. In spite of the fact that before approval by USSR Gosstroy the out- 
lines of the general plans are submitted without fail to all the concerned minis- 
tries for approval, subsequently when being implemented they are often violated by 
the latter. Often the ministries postpone the date of the construction of their 
own enterprises, and at times even refuse construction within an industrial center. 
Here they do not bear any responsibility for the nonfulfillment of the adopted de- 
cisions. The unsatisfactory implementation of the outlines of the general plans of 
industrial centers due to the departmental approach of ministries leads to the need 
to adjust the outlines. The elaborated and approved outlines for many industrial 
centers were adjusted for this reason. For example, in Krasnoyarskiy Kray the out- 
lines of the general plans of the Kansk (northwestern), Chernogorsk, Krasnoyarsk 
(northeastern) and other industrial centers were adjusted. In the end this 
lengthens the period of the formation of industrial centers and decreases their 
efficiency. 


The inadequate consideration in the process of elaborating the outline of the pro- 
spect of the development of the industrial center is a substantial drawback of the 
established procedure of designing industrial centers. In accordance with Instruc- 
tion SN 387-78 it is permitted to include in an industrial center enterprises, the 
dates of the start of whose construction differ by no more than 3 years. Thus, 
enterprises, the start of the construction of which is envisaged at a later date, 
are outside the design studies. As a result the possibilities of the comprehensive 
development of the industrial center are not taken fully into account. 


The possible reserves of efficiency also are being far rrom completely utilized in 
the compiling of the outline of the general plans of industrial centers. First of 
all the questions of determining the efficient composition of the enterprises are 
not beinc studied carefully enough. Often enterprises are included in an industrial 
center on one criterion--the possibility of building centerwide facilities. The 
need to establish efficient production relations between the enterprises of an in- 
dustrial center at the stage of its designing is, unfortunately, not always taken 
into account. 


An unjustifiably large number of enterprises are often included in industrial 
centers. Thus, in the Surgut Center in accordance with the initial version of the 
general plan there were 43 enterprises, while in the Sverdlovsk Center there were 
26 plants. The main reason for such a situation is the fact that in addition to 
large modern enterprises small production subdivisions: bases, garages, warehouses 
and so on, are incorporated in the industrial center. The analysis of the approved 
plans of construction of centers shows that many of them consist of 10-15 enter- 
prises, of which only 3 or 4 are truly large industrial enterprises. 


Small enterprises, as a rule, are built in those instances when the possibilities 

of expanding the operating capacities have been inadequately analyzed. As a result 
the elaboration of the outline of the general plan of the center is greatly compli- 
cated, the difficulties in the departmental coordination of such plans also increase 
to an excessively great extent. In the end only the advantages of group construc- 
tion, which are connected with the joint use of just sidings, water supply and 














the sewage system, are utilized in the process of operating the center. The impact 
of the common operation of intersectorial works remains in practice outside the im- 
pact of the formation of such a center and is not fully utilized. The problems of 

intersectorial cooperation with respect to the procurement and ancillary works and 

the repair service in practice are not being solved. 


One of the central questions of the elaboration of the outlines of the general plans 
of industrial centers is the question of the construction of centerwide facilities. 
In the outlines the composition of these facilities is specified, the main design 
decisions on the centerwide facilities are made, the proportionate participation of 
the ministries in their construction is specified. At the same time, as the analy- 
sis of the elaboration of the outlines of the general plans of industrial centers 
shows, the advisable period of construction of the centerwide facilities is not sub- 
stantiated and is not even indicated in them. This period is determined directly 

by the main developer. The dates and the amount of assets being transferred in ac- 
cordance with the proportionate participation of various ministries to the main de- 
veloper for the construction of the facilities common to the group of enterprises 
are also not indicated in the general plans. Suggestions on the operation of the 
centerwide facilities are not being drawn up at all. 


The timely building of the nonproduction infrastructure of those regions, on the 
territory of which the industrial center is being built, is of great importance for 
assuring the comprehensiveness of the development of the economy of the industrial 
center. However, these questions are not properly reflected in the outlines of the 
general plans. The necessary calculations of the balances of manpower resources and 
accordingly of the demand for housing and sociocultural facilities are not made. 

All this leads to the pronounced dragging out of the period of the technical and 
first of all the economic development of the works being built, the failure to sup- 
ply them with manpower and the decrease of the efficiency of the use of production 
capacities. The study made during the 10th Five-Year Plan by the USSR Central Sta- 
tistical Administration of about 2,300 production associations, which were built and 
renovated during 1976-1979, showed that a third of the facilities had not achieved 
the rated capacities on time. 





Questions of environmental protection are also not being taken fully into account 
when elaborating the outlines of the general plans. 


The coordination of the designing of the individual facilities of the industrial 
center also influences the increase of the efficiency of its formation. In accord- 
ance with established procedure the sectorial technological design organizations 
carry out the designing of the enterprises. The same specialized design organiza- 
tions, which took part in the compilation of the outline of the general plan of the 
industrial center, as a rule, draw up the planning estimates for the centerwide 
facilities. Thus, in the designing of the industrial center it is possible to dis- 
tinguish three blocks: 1) the elaboration of the outline of the general plan; 

2) the designing of the enterprises; 3) the designing of the centerwide facilities. 
The territorial design organizations of USSR Gosstroy, specialized design organiza- 
tions and sectorial technological design organizations take part in this work. Here 
under the conditions of the existing organization of the work there is no adequate 
connection and cooperation among these organizations. Frequently they act separate- 
ly, as a result of which the facilities within the enterprises of different sectors 
are duplicated, the ancillary works are not centralized and so on. The dates of 
the delivery of the design documents for the interconnected facilities of the 
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industrial center are also not coordinated. In practice no one is performing the 
functions of the general designer of the entire industrial center with the assurance 
of the coordination of the activity of all the participating organizations. 


Thus, as the stage of designing the efficiency of industrial centers can be in- 
creased both by the improvement of the technical and economic substantiation of the 
versions of the solutions of the industrial center and by the improvement of the 
organization of its design. 


The improvement of the organization of the construction of industrial centers plays 
a decisive role in the assurance of their efficient formation, since without the ap- 
propriate organizational and economic mechanism it is impossible to implement even 
those decisions which at present are stipulated in the outlines of the general plans 
of industrial centers. Taking into account the existence of centerwide facilities 
and the interconnection of the enterprises, the organization of construction at the 
industrial center requires a different approach in contrast to the separate loca- 
tion of enterprises. As is known, in the case of separate construction the planning 
of the capital investments and the financing of construction projects are carried 
out strictly according to the sectorial principle. For the organization of con- 
struction at each plant, factory and so on which is being built, the ministry, as 
a rule, sets up a management of the enterprise being built, which concludes con- 
tracts with the general contracting construction organization and ensures the per- 
formance of the construction and installation operations in conformity with the as- 
Signments set by the superior ministry. 


When forming an industrial center it is necessary to ensure the coordinated construc- 
tion of the enterprises of different sectors and the timely building on the basis 
of proportionate participation of the centerwide facilities. Thus, the content of 
the work of the construction managements, their functions, rights and duties are 
changing substantially. However, the procedure of constructing the enterprises be- 
longing to the industrial center is not changed by the statutes now in effect. The 
ministries and departments specify the dates of construction of their own projects 
and the amounts of capital investments by years. Here they act uncoordinatedly and 
frequently with a deviation from the approved outline of the general plan of the 
industrial center, they often change the dates of construction of the enterprises, 
which were suggested by them and approved. This leads to serious complications in 
the formation of the industrial center and noticeably influences the implementation 
of the suggestions adopted in the outline of the general plan. 


The procedure of constructing centerwide facilities at industrial centers is speci- 
fied by the decree of the USSR Council of Ministers of 19 March 1970 and the decree 
of USSR Gosstroy and USSR Gosplan of 12 April 1976. In conformity with these de- 
crees for the implementation of the construction of the facilities of ancillary 
production and services, the engineering structures, underground mains and other 
facilities, which are common for the group of enterprises, the main developer en- 
sures the elaboration of the planning estimates for the centerwide facilities, con- 
cludes contracts for the performance of the construction and installation work with 
general contracting construction organizations on the construction of these facili- 
ties, ensures the transfer of assets in accordance with the proportionate partici- 
pation of the enterprises, monitors the progress of construction and ensures the 
timely placement of the centerwide facilities into operation. Moreover, the opera- 
tion of the completely built facilities (their sections), which are common to the 
group of enterprises, is carried out, as a rule, by the same enterprise--the main 
developer. 
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Thus, the main developer should play a decisive role in the timely building of the 
centerwide facilities. However, this is far from always the case. The experience 
of forming industrial centers in various regions of the country attests to the fre- 
quent lag of the construction of the centerwide facilities behind the construction 
of the enterprises for which they are intended. Such a situation, for example, has 
been observed at the Chernogorsk, Maklakovo (southern), Kansk (northwestern) and 
other industrial centers of Krasnoyarskiy Kray. At times in connection with this 
the enterprises build the engineering structures and other objects of the infra- 
structure for the placement of their production capacities into operation according 
to temporary plans, which leads to a sharp increase of the cost of construction. 


In general the efficiency of industrial centers due to the lack of coordination of 
the construction of the enterprises and centerwide facilities and the violation of 
the approved outlines of the general plans decreases substantially, and at times is 
in practice reduced to naught. 


In our opinion, the main causes of the shortcomings in the construction of indus- 
trial centers are: 


an inadequately effective system of the planning of the formation of industrial 
centers, which does not completely coordinate the assignments of the individual sec- 
tors and does not ensure the coordination of the construction of the interrelated 
enterprises and centerwide facilities; 


the imperfection of the system of financing of the construction of the facilities 
of the industrial center, the large number of its plans and in practice the ab- 
sence of unified management of the movement of material and financial resources in 
the process of forming the industrial center; 


the lack of an organ which is responsible for the formation of the industria] cen- 
ter and coordinates the activity of all the enterprises and organizations, which 
are participating in this process; 


the inadequate interest of the main developers in the organizations of the timely 
construction of the centerwide facilities; the appointment of several main devel- 
opers at many industrial centers without the adequate interrelationship and coop- 
eration between then; 


the lack at many industrial centers of a construction base adequate for the effec- 
tive construction of the industrial center; 


the imperfection of the very organization of the process of capital construction-- 
the presence of several general contracting construction organizations at the in- 
dustrial center; 


the decentralized system of the formation of the amount of work of the general con- 
tracting organizations by the concluding of contracts directly between the manage- 
ments of the enterprises being built and the construction organizations, the lack 
of coordination in this matter. 


Thus, the increase of the efficiency of the formation of industrial centers re- 


quires the improvement of both their designing and the organization of the construc- 
tion. In economic literature this question has been under discussion for quite a 
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long time, but most often individual special measures (for example, the appointment 
of a general developer of the industrial center, the improvement of the financing 
of the centerwide facilities and so on) are suggested for its solution. As the 
analysis of practice shows, the improvement of the organization of the formation of 
industrial centers should be comprehensive, that is, it should encompass the solu- 
tion of a wide range of problems which hinder the increase of the efficiency of in- 
dustrial centers. 


On the basis of the conducted analysis let us attempt to present a general model of 
the organization of the formation of new industrial centers. 


A plan of the distribution of productive forces for the next 20 years should first 
of all be elaborated for the region in which the formation of the industrial center 
is being proposed. This can be a plan of the distribution of productive forces 
within a territorial production complex of a higher taxonomic level, to which this 
industrial center will belong, or within an economic region, or even a plan of the 
comprehensive development of the productive forces of an oblast. The importance of 
the availability of such a document is dictated by the fact that the formation of 
the industrial center should ensure the comprehensive development of the economy of 
the region and in this connection should take into account the solution of the prob- 
lems specified by the plans of the development and distribution of the productive 
forces. 


The decision of the formation of the industrial center, in our opinion, should be 
made on the basis of the technical and economic substantiation of the industrial 
center, which would confirm the economic expedience of its designing and construc- 
tion, would determine the composition of the individual enterprises and facilities, 
would outline the production capacities of the enterprises and the products list, 
which are efficient from the standpoint of the assurance of the maximum national 
economic efficiency of the industrial center, and would establish efficient produc- 
tion relations of the enterprises. The questions of the centralization of the an- 
cillary works and maintenance services, the building of the common facilities of the 
production and nonproduction infrastructure and others should be reflected in the tech- 
nical and economic substantiation. The most important technical and economic indi- 
cators of the construction and organization of the activity of the industrial cen- 
ter are specified here. The technical and economic substantiations not of the in- 
dustrial center, but of the individual enterprises, in which, of course, the gen- 
eral questions of their group location cannot be reflected, are being elaborated at 
this time. The estimated cost of the industrial centers now being built in the 
eastern part of the country on the average comes to about 150 million rubles, and 

it is natural that the decisions on their formation require careful technical and 
economic substantiation. 


The determination of the organizations which should draw up the technical and eco- 
nomic substantiations of industrial centers is a very difficult problem. Whereas, 
as a rule, sectorial technological design organizations, which have their own de- 
sign and technological subdivisions in accordance with the specialization of the 
sector, engage in the elaboration of the technical and economic substantiations of 
individual enterprises, at present there are no such organizations for the elabora- 
tion of the technical and economic substantiation of an industrial center which has 
a multisectorial composition. Apparently, the elaboration of the technical and 
economic substantiation of the industrial center can be entrusted to territorial 
design organizations, having strengthened them in the appropriate manner and 
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enlisting for these purposes with subcontracting rights for the elaboration of in- 
dividual questions the necessary design and scientific research organizations. 


The approved technical and economic substantiation should become the basis for the 
development of the design of the industrial center, which also includes as a com- 
ponent the outline of the general plan. The task consists in the creation of an 
instructional document which is the program of the formation of the industrial cen- 
ter. The outline of the general plan cannot be such a document, since in accord- 
ance with the very content of this document all the questions determining the organ- 
ization of the building of the center cannot be reflected in it. In the design of 
the industrial center, in addition to the outline of the general plan, it is expedi- 
ent to include the centerwide title list for the entire period of construction of 
the industrial center, the organization of the financing and construction of its 
facilities, intersectorial questions of material and technical supply, as well as 
of the formation of the manpower resources. In the design it is also necessary to 
distinguish the main organizations which are responsible for the solution of specif- 
ic groups of questions (individual subprograms of the formation of the industrial 
center). The designs of large industrial ce.ters should be examined and approved 
by the USSR Council of Ministers. Before approval it is necessary to make a com- 
prehensive technical and economic appraisal of the design both at the level of ter- 
ritorial organs (the kray, the oblast, the autonomous republic) and at the level of 
USSR Gosstroy and USSR Gosplan. As in the elaboration of the technical and economic 
substantiation, the territorial design organization, which should be granted addi- 
tional rightson the coordination of the activity of all the sectorial design and 
research organizations inthat area of their work, which concerns this region, can 
act as the general designer of the industrial center. 


The initial data incorporated in the design of the industrial center can serve as 
the basis for the establishment of the assignments for individual ministries and 
departments. The planning ot the capital investments for the construction of the 
facilities of the industrial center should be coordinated by USSR Gosplan. More- 
over, it is expedient, apparently, to distinguish the industrial center as an inde- 
pendent unit in the system of territorial planning. Functioning as the primary 
form of territorial production complexes, industrial centers have already become 
the main and a very effective form of the construction of enterprises, a form which 
makes it possible to ensure the optimization of territorial production relations. 


For the better organization of construction operations at the industrial center it 
is expedient to appoint, if possible, a single general contracting construction 
organization. This, however, does not abolish specialization in construction and does 
not mean that the single general contractor himself performs all the operations. 
Other construction organizations (for example, the organizations of the USSR Minis- 
try of Transport Construction), which previously functioned as general contractors, 
under the new conditions should perform work on a subcontracting basis. In the 
case of the slight complication of the functions of the general contracting organ- 
ization such a measure, in our opinion, will be conducive to the coordinated con- 
struction and placement into operation of all the interconnected facilities of the 
industrial center. 


The coordination of the operations on the formation of the industrial center can 
be carried out in various forms. United managements of the enterprises under con- 
struction, which function as a single client at the industrial center, can be set 
up at some industrial centers. Such experience, which merits attention, exists in 
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Moldavia, where such a united management functioned during the construction of the 
Novyye Chekany Industrial Center. Organizationally the united management of the 
enterprises under construction was subordinate to the Moldavian S%R Ministry of the 
Furniture and Wood Processing Industry, which establishes only the plan on labor. 
There was one general contractor for the work being performed in the system of the 
industrial center. 


The main functions of the united management of the enterprises under construction 
consists in the following: 





the conclusion of contract agreements and agreements with the design organizations 
(general and annual); 


the checking of the dates of delivery of the technical specifications, the check of 
their quality and delivery to the contracting organizations; 


participation in the compilation of the intraproject title lists, start-up com- 
plexes, construction schedules; 


the drawing up of orders for equipment and materials; 
the drawing up of funds and job authorizations for equipment and materials; 


the receiving and storage of equipment and materials for all the enterprises of the 
industrial center; 


the turning over of equipment for installation, supervision of the installation, 
acceptance for operation; 


the placing of orders for nonstandard equipment; 
the technical supervision of repairs; 
accounting, the compilation of price lists. 


The organization of the united management of the enterprises under construction made 
it possible to reduce substantially the amounts of unfinished construction. More- 
over, the other economic indicators of the work of the construction workers also im- 
proved. Thus, whereas the labor productivity per worker for the trust as a whole 
comes to 9,200 rubles, for the construction administration--the general contractor-- 
it was 11,900 rubles, that is, it was approximately 30 percent greater. 


At the same time a serious shortcoming in the organization of the work of the united 
management of the enterprises under construction was its subordination to a sepa- 
rate ministry, particularly the Moldavian SSR Ministry of the Furniture and Wood 
Processing Industry, which has within this industrial center only a cardboard box 
factory. After the factory was built and put into operation, the ministry in prac- 
tice was in no way interested in the work of the management. 


The confirmation of the main developer for the assurance of the construction of the 
centerwide facilities also does not do away with the need for the establishment of 
an organ free of departmental limitedness, since the coordination of the design and 
the construction take place only through departmental channels, which, of course, 
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complicates the implementation of the plan of the industrial center. Therefore 

in a number of instances the territorial organs also can and should assume the co- 
ordinating functions. The assignment of these functions to the enterprise which 
plays the main role in the industrial center is also possible. Apparently, there 
can be no unequivocal solution here. Everything should be governed by the specific 
conditions of the formation of the industrial center. 


The examined system of design and preplanning measures on the organization of the 
formation of industrial centers should be supported by the appropriate economic 
mechanism and the development of economic levers and material stimuli, which are 
conducive to the further development of group construction and the increase of the 
efficiency of social production. This pertains first of all to the financial and 
economic support of the formation of industrial centers. 





Now the selection and appointment of the main developer has turned out to be an 
extremely complicated matter. The main developer acts as the one client and title 
holder, to whom all the funds for the materials and equipment for the construction 
of the centerwide facilities and the assets for the performance of planning and 
surveying work are turned over. When the management of the leading enterprise of 
the industrial center becomes the main developer, its duties, of course, increase 
sharply. However, this enterprise does not receive any economic privileges, al- 
though the saving just on the reduction of administrative expenses of paying the 
management of the enterprises under construction is very significant. 


But the main problem arising here is the determination of the advisable sequence of 
the concentration of the resources being allocated through sectorial channels for 
the construction of the enterprises which are a part of the industrial centers. 

The difficulties of such a pooling of resources is, perhaps, the main cause of the 
collapse of many tens of industrial centers and the exclusion from them of a number 
of enterprises, as a result of which the efficiency of group construction decreases 
sharply. In our opinion, this is connected not only and not so much with subjec- 
tive factors as with the objective difficulties of developing industrial centers. 
The noncoincidence, for example, of the dates of the start and completion of the 
construction of the enterprises of different ministries, the difference in the time 
of the placement of production capacities into operation, the inevitable differences 
in the appraisals of the priority of the construction projects which are a part of 
this industrial center on the part of the sectorial ministries--all this makes the 
problem of the financial backing of the formation of industrial centers very com- 
plicated. Therefore the timely solution of it, as of the entire group of questions 
of the improvement of the organization of such formation, will promote the increase 
of the effectiveness of capital investments and the efficiency of social production 
as a whole. 


BIBLIOGRAPHY 


l. "Materialy XXVI s"yezda KPSS" /Materials of the 26th CPSU Congress/, Moscow, 
Politizdat, 1981. 


2. "“Materialy XXIV s"yezda KPSS" /Materials of the 24th CPSU Congress/, Moscow, 
Politizdat, 1971. 








3. "“Sovershenstvovaniye khozyaystvennogo mekhanizma. Sbornik dokumentov" /The 
Improvement of the Economic Mechanism. A Collection of Documents/, Moscow, 
Pravda, 1980, pp 8, 16. 


4. Nekrasov, 0. A., "Industrial Centers: The Experience of Forming and Construct- 
ing," VOPROSY EKONOMIKI, No 10, 1971, p 152. 


5. Marchupov, V. I., "Proyektirovaniye kompleksnoy_promyshlennoy zastroyki" /The 
Designing of the Complex Industrial Development/, Kiev, Budivel'nik, 1978, p 28. 


6. Novikov, I., "New Gains of Capital Construction," KOMMUNIST, No 9, 1971, p 17. 


7. Nekrasov, N. N., "Regional'naya ekonomika" /Regional Economics/, Moscow, Ekono- 
mika, 1978, p 275. 


8. Semushkin, A. T., "Problemy territorial'nogo upravleniya ekonomikoy" /Problems 
of the Territorial Management of the Economy/, Moscow, Ekonomika, 1977, p 4l. 


COPYRIGHT: Izdatel'stvo "Nauka", "Izvestiya AN SSSR, seriya ekonomicheskaya", 1981 


7807 
CSO: 1820/211 








INTRODUCTION OF NEW TECHNOLOGY 


MANAGEMENT OF NEW TECHNOLOGY ANALYZED 


Moscow IZVESTIYA AKADEMII NAUK SSSR‘ SERIYA EKONOMICHESKAYA in Russian No 3, 
May-Jun 81 pp 32-45 


[Article by Yu. A. Zykov: "Problems in the Management of the Socioeconomic 
Effectiveness of New Technology"] 


[Text] Areas of application of indicators of the socioeconomic 
effectiveness of scientific and technical progress are shown. 
The methodology of determining the national economic and cost 
accounting socioeconomic effect of new technology is examined. 
The existing system of general indicators of the effectiveness 
of technology is analyzed and ways of improving this system 
are proposed. 


The transition to the predominantly intensive approach to economic development 
and increased economic effectiveness are among the main national economic problems 
of the 1980's. As L. I. Brezhnev stated at the 26th CPSU Congress planning, 
scientific-technical and structural policy must be subordinated to the resolution 
of this problem [3]. 


The improvement of the system of management of scientific and technical progress 
(STP), the basic means of economic intensification, becomes particularly urgent. 
Socioeconomic indicators of the effectiveness of STP are general indicators and 
the most important indicators in this system. 


Indicators of the socioeconomic effectiveness of STP must fulfill the task of: 
formulating the most effective avenues of scientific and technical development 

in the nation; planning the socioeconomic effect of STP; evaluating the effort 

of organizations to accelerate STP; stimulating collectives and individual workers 
that promote the acceleration of STP and its effectiveness. Let us examine 

these tasks in greater detail. 


Social requirements that take the form of society's socioeconomic orders for the 
product of the activity of various spheres of social production are the driving 
force behind the development of science and technology. Socioeconomic orders 
are the aggregate of society's socially determined requirement and of the 
socially necessary expenditures of labor on its satisfaction. 
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While society deems the satisfaction of its needs important, it does not wish to 
do so at "any price." Socially necessary expenditures of labor contained in 
socioeconomic orders for the development of science and technology constitute the 
upper boundary of those individual expenditures on the creation aid utilization 
of scientific and technical advances that society can regard as necessary. 

K. Marx wrote: "Where production is under the true control of society which 
predetermines this production, society creates a bond between the quantity of 
social working time expended on the production of a specified object and the 
magnitude of the social need that this object is intended to satisfy" [1]. 
Society's socioeconomic imperative is the concrete form of expression of this 
bond. 





The present development of science and technology makes it possible to carry out 
society's socioeconomic orders in numerous different ways. They usually differ 
both in terms of the expenditures on their realization and in the additional 
results that are realized as a result of the satisfaction of the need that 
occasions the development and use of given scientific and technical accomplish- 
ments. The additional results may be positive or negative. F. Engels said: 

"We must not flatter ourselves unduly with our victories over nature. She 
wreaks vengenace on us for every such victory. In the first place, each of these 
victories has consequences that we have foreseen and in the second and third 
place, it has other, totally unforeseen consequences that very frequently render 
the former meaningless" [2]. 


Indicators of socioeconomic effectiveness of STP are needed for choosing avenues 
of scientific and technical development that ensure the realization of society's 
socioeconomic orders with the lowest expenditure of labor that make it possible 
to maximize positive additional results of their realization and the minimization 
of negative results. Planned economic management under socialism coupled with 

a deep-seated knowledge of the laws of nature and society and their use in the 
interests of the entire population make it possible to consider the "second and 
third place" of the consequences of STP and to avert their negative impact as 

far as possible. 


neces in science and technology not only promote the effective fulfillment of 
nh pree: S socioeconomic orders but also play a direct part in their formation. 
ey create new social needs and, after these advances have been diffused, 


he area of social life in which the new needs develop and the volume of their 
asible satisfaction depend on the distribution of resources among various 
irections of scientific and technical research. And here it is essential to 
asien indicators of the socioeconomic effectiveness of STP in order to secure 
he most effective distribution of resources. 


Thus indicators of the socioeconomic effectiveness of STP are used in the formu- 
lation of scientific and technical policy in every area of the national economy, 
at all its levels and in all social production in general. The quality of the 
determination of these indicators and the level of organization of their 
application in large measure predetermine the nature of equipment that will be 
developed and manufactured, its effectiveness in use, and ultimately the 
effectiveness of all social production. 





The use of indicators of socioeconomic effectiveness of STP in the formulation of 
avenues of scientific and technical development has its own specific features 

in each phase of planning. Thus in the forecasting phase, these indicators make 
it possible to identify all possible variants of society's socioeconomic orders 
for the development of science and technology and effective ways of carrying them 
out. In the elaboration of STP programs in the program-goal phase of planning, 
indicators of the socioeconomic effectiveness of STP promote the formulation of 

a system of STP goals and the selection of the most effective ways of attaining 
them with minimum resources. In the elaboration of plans for scientific and 
technical progress, these indicators make it possible to consider the planned, 
comprehensive utilization of the results of implementation of given directions 

in the development of science and technology. In the case of economic contracts, 
indicators of the socioeconomic effectiveness of STP show the economic gain that 
organizations realize from the use of its attainments. To a certain degree, these 
indicators make it possible to shape the population's demand for new commodities 
with the aid of available information on the effect that the consumer will derive 
from the purchase of these commodities. Finally, in the stage of actual utiliz- 
ation of the accomplishments of STP, the indicators of its socioeconomic 
effectiveness serve as monitors of their planned values and thus can be used to 
test the quality of the forecasts, programs and plans of STP and the effectiveness 
of their realization. 


One of the most important tasks in the management of STP is the planning of its 
socioeconomic effectiveness. This planning makes it possible to realize in 
national economic practice the potential effect envisaged by developers and 
designers of new technology. 


The planning of the socioeconomic effect of new technology and the verification of 
its factual magnitude is a necessary link in the evaluation of the activity of 
organizations that accelerate STP and in the orientation of this activity toward 
the final national economic results. The share of the effect of new technology 
enjoyed by the national economy owing to the activity of research and development 
organizations characterizes the efforts of these collectives in increasing the 
effectiveness of social production. The size of this share serves as the basis for 
paying bonuses to the developers of new technology, to inventors, and innovators 
and to persons promoting invention and innovation. 


Finally, the socioeconomic effect of new technology is used in the pricing process. 
Prices that take this effect into account encourage the production of new equip- 
ment. 


There are also other important areas of application of indicators of the socio- 
economic effectiveness of STU: commerce in licenses, technological cooperation 
with foreign countries, joint research and development work of CEMA member nations, 
etc. 


It is thus difficult to exaggerate the significance of indicators of socioeconomic 
effectiveness in the management of scientific and technical progress. At the 

Same time, it should be noted that the present system of indicators of the manage- 
ment of STP has a number of shortcomings and on the whole is not based on 
indicators of socioeconomic effectiveness. Much work remains to be done on 

the creation of a more sophisticated system of indicators and toward its gradual 
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utilization. In order to carry out this work, it is necessary to have a good 
understanding of the essence and methods used to determine the system's indicators, 
the methods and organization of their use in the management of scientific and 
technical progress. 


Indicators of the socioeconomic effectiveness of STP are subdivided into 

indicators of the socioeconomic effect of STP, which characterize the absolute 
magnitude of the results of STP in the national economy, and the relative 
indicators of the socioeconomic effectiveness of STP, which express the correlation 
of the socioeconomic effect of STP and outlays required to produce the effect. 

Let us first examine indicators of the socioeconomic effect of STP. 


The national economic socioeconomic effect of STP is the main indicator of the 
socioeconomic effect of STP. It characterizes the contribution of scientific and 
technical progress to the end goal of socialist production--the maximum satis- 
faction of people's material and nonmaterial requirements. The determination of 
this effect is based on the fact that our economy constitutes a single national 
economic complex that encompasses all links in social production, distribution and 
exchange throughout the nation. 


The national economic socioeconomic effect of STP is (1) the increase in the 
positive physical socioeconomic result attainable through STP; and (2) the saving 
of expenditures of social labor attainable in connection with STP [4]. Consequently 
this effect is measured by a vector whose components are physical indicators of 
the social and economic results of STP and the indicator of the saving of labor 
expenditures due to STP throughout the entire national economy. It is determined 
on the basis of: all scientific and technical progress as a whole; its individual 
directions (the raising of the general educational and skill level of the working 
people: the diffusion of new technology and production techniques, etc.); the 
implementation of STP programs; and the creation and utilization of various types 
of new technology. 


The national economic socioeconomic effect of new technology is the most thoroughly 
investigated in the system of indicators of socioeconomic effectiveness. At the 
present time, it is also the most important since the socioeconomic effect of STP 
on the whole, its various directions, and STP programs cannot be calculated without 
determining the national economic socioeconomic effect of new technology. For this 
reason, we shall reveal the content of the national economic socioeconomic effect 
of STP on the basis of the effect of new technology. 


The volume of work performed by this technology, which is necessary for the 
satisfaction of social requirements contained in the socioeconomic order for the 
development of a given type of technology, comprises the basis of a positive 
socioeconomic result of new technology. In other words, the basic results of 

using new technology are the social and economic tasks for the sake of which this 
technology is created. The basic results include the obligatory social and economic 
demands (expressed in rules, norms, instructions and standards) to which the 
production and use of new equipment must conform. The additional results 
constitute a positive consequence of the production and use of new equipment 
attained in excess of the basic results. 
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Both types of results together constitute a positive socioeconomic result. 


The orientation of the production of new equipment toward the attainment of not 
only basic results but also additional positive results makes it possible to 
resolve important problems of making the environment healthier, of improving 
working conditions, etc. Therefore, the additional results are such only with 
regard to the initial objectives of the new technology: the realization of the 
basic results. In the process of its creation, however, additional results 

are evaluated on a par with basic results as a means of satisfying no less 
important needs. 


The second component part of the socioeconomic effect of new technology is the 
economy of expenditures of social labor from the use of the new technology. It 

is computed as the difference between socially necessary and individual expenditures 
of labor on the entire positive socioeconomic result of the use of new technology. 


Socially necessary and individual expenditures on the realization of a certain 
physical socioeconomic result with the aid of new technology is calculated using 
the formula for reduced expenditures: 


where C is the evaluated cost of the socially nornal level of resources which it 

is expedient to expend to attain the indicated result (manpower, raw materials 
Supplies, energy, etc.; ER is the socially normal profit realized by the entire 
national economic subystem participating in the attainment of the given results 

from the use of all resources (fixed capital, working capital and natural resources); 
and c is the effectiveness norm that shows the lower boundary of return (within 

one year) per ruble of resources made available to the given subsystem by society. 


In the process of determining socially necessary expenditures, the components of 
formula (1) are calculated on the basis of the assumption that the new equipment 
may or may not be produced (after all, we mist determine whether it should be 
produced), while individual expenditures are determined on the basis of the 
assumption that it will be produced. 


The total reduced expenditures for period T are determined according to the 
formula 


7 
t yt 
32 = Si at (C + ExK), (2) 
t=1 
where g' is the coefficient of reduction of expenditures made at various times to 


the initial point in time and superscript t is the year in which the corresponding 
components of formula (2) are determined. 


If Es' does not depend on time, coefficient @' is computed according to the formula 


ot a , (3) 
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There is the view that in the calculation of the coefficient a’, in place of 
indicator ce it is necessary to apply another norm for the reduction of E which 

is less than — . Thus in the existing Methods [5], E is considered to be 

uniform for all branches of the national economy and equal to 0.15; the reduction 
coefficient for E was taken as 0.1. The question of whether E and should differ 
or coincide remains open to question. The expression analagous to formula (2) 

is used for summing up the saving of social labor at different times (calculated 

as the difference of reduced socially necessary and individual expenditures on 

the attainment of the physical socioeconomic result with the aid of the new 
technology). 


At the present time, in the practice of evaluating the effectiveness of new 
technology, its national economic rather than its socioeconomic effect is 
determined. What is the difference between them? 


If the essence of the national economic socioeconomic effect of new technology 
consists in its contribution to the attainment of the basic goal of socialist 
society, the essence of the economic effect lies in its contribution to the growth 
of national income. It is precisely in the latter sense that economic effect 

is understood in the existing Methods. 


National income is the basic source of satisfaction of the continuously growing 
material and nonmaterial social and personal needs of the population. Therefore 

the national economic effect of new technology is the main part of its socioeconomic 
effect. 


However, not only the production of national income but also its utilization 
require expenditures of social labor. The services of such branches of the 
nonproductive sphere as culture and art, education, health care, physical culture, 
sports, and municipal and consumer services are associated with large, ever 
increasing expenditures of labor. There are large expenditures of labor in the 
consumption of national income in science, in the administration of government, 
and in nature conservation activity. The reduction of this type of expenditure 
for a given positive result is an important task of the national economy. The 
socioeconomic effect of new technology takes this reduction into account. 


The direction of maximization of the national economic effect of new technology 
coincides with the maximization of its socioeconomic effect because the greater 
the growth of national income due to new technology, the greater is society's 
possibility of satisfying the population's social and personal needs. However 
there may be instances when a variant of new technology which increases the 
economic effect to the national economy will reduce the accompanying socioeconomic 
effect as a result of losses of nati mal income arising from the adverse impact 
of this technology on working conditions, on the environment, on the population's 
living conditions, etc. Therefore, the choice of the most effective variants of 
new technology must be based on the criterion of the national economic socioeconomic 
The economic effect of a technological variant selected on the basis of 
criterion to the national economy is an important general indicator that is 
ecessary for other objectives in the management of the national economy (e. g., 
or measuring the influence of the development and utilization of the given 
technology on the growth of national income). 
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Point 9 of the existing Methods notes that comparisons of technological variants 
should strive for comparability in all results--economic and social--of the use 
of a given technology. Such comparability is specifically characteristic of 
calculations of the national economic socioeconomic effect of new technology. 
However this demand is not realized in the formulas cited in the Methods. It is 
an important scientific task to improve these formulas. 


The determination of the national economic socioeconomic effect of new technology 
is based on the view of the economy as a single complex. It is specifically this 
type of socioeconomic effect that serves as the criterion of forming avenues of 
scientific and technical development. In order to realize the chosen effective 
avenues in practice, it is necessary to motivate enterprises, associations and 
other organizations that produce and use new equipment. The cost accounting 
socioeconomic effect of new equipment can play an important part in realizing 

the existing scientific and practical task of coordinating the economic 

interests of these organizations with national economic interests. This effect 
is a form of expression of the national economic socioeconomic effect in economic 
practice shows the kind of economic gain that an enterprise, association or branch 
can derive from production or from the use of new equipment. A number of 
conditions must be met if the direction of the cost accoun ving effect is to 
coincide with the national economic effect. Let us discuss the most important of 
these conditions. 


First, the increase in the positive socioeconomic result due to the use of new 
technology must be planned by the economic organizations that are responsibie 
for its attainment in some degree. 


Second, the cost accounting socioeconomic effect of new technology must increase or 
decrease simultaneously with an increase or decrease in the national economic 
socioeconomic effect. This in turn is possible with the condition that the cost 
accounting effect is calculated as the share of net profit that enterprises and 
associations realize in connection with the production or use of new equipment 

and at the same time with the condition that prices on new equipment and on types 
of work performed with its help will be structured with due regard to the 

national economic socioeconomic effect of new equipment. 


Third, the economic mechanism must in general be directed toward increasing the 
cost accounting socioeconomic effect of new equipment and toward securing its 
unidirectionality with the growth of its national economic socioeconomic effect. 
It must be considered that the socioeconomic effect of new equipment affects not 
only its production and consumption but also related spheres of social life 

such as the environment and through it the cost accounting interests of agri- 
cultural and other enterprises within the territorial proximity of producers or 
users of new equipment. 


Thus the task of coordinating the national economic and cost accounting socioeconomic 
ffect is exceedingly complex and includes a large number of questions that 





*There are proposals to use the increase in net profit from the production or use 
of new equipment as an indicator of the cost accounting effect of new equipment 


[6]. 
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are still relatively neglected. There are a few studies that are devoted to the 
realization of this task and that contain a number of practical recommendations 
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Depending on planning phases in which they are determined, national economic and 
cost accounting effects are forecast (anticipated), planned or factual. Before 
the actual production of new equipment, the forecast of the cost accounting 
effect must reveal the conditions that are advantageous to the production and use 
of the equipment and ensure that these conditions are met. The cost accounting 
effect of new equipment can specifically be planned on a mandatory basis because 
it alone can be monitored on the basis of the initial consideration of the 
indicators that were the foundation on which it is calculated. The national 
economic effect can only be planned as an accounting indicator. 


To date almost all branches of the national economy and industry have used the 
existing Methods as the basis for developing branch guidelines that take into 
account calculations of the economic effectiveness of new equipment, inventions 
and innovations. These guidelines form the basis for the development of 
instructions on the evaluation of the economic effectiveness of the manufacture 
and use of specific types of equipment. The guidelines are ratified by ministries 
and departments with the consent of the State Committee of the USSR for Science 
and Technology and the State Committee of the USSR for Inventions and Discoveries. 
The existing experience of applying the existing Methods and branch guidelines and 
instructions based on them has brought to light a number of unresolved questions 
in the management of the economic effectiveness of new equipment. Let us examine 
these questions in accordance with areas of application of documents pertaining 

to methods. 


The substantiation of effective avenues of scientific and technical development 
begins in the forecasting phase of planning in which society's socioeconomic 
orders for the development of science and technology are compiled and a tentative 
selection is made of variants of scientific and technical development on the basis 
of criteria of effectiveness of STP. These orders and variants must find 
reflection in the plans of research, design and technological organizations. The 
effectiveness of STP in the future will depend in large measure on the effective- 
ness of the formulation of the topics of these plans. 


The existing Methods do not contain direct indications of the need to use them 

in the formulation of plans for research, design and technological work. Such a 
demand is contained in certain branch guidelines. However, in practice the 
evaluation of economic and especially socioeconomic effectiveness of the 
indicated works in the plan compilation phase is usually not made. Plans are 
formulated solely on the basis of scientific, technical and social criteria based 
on the need to resolve obvious problems in the national economy. In the 

majority of the cases, the economic effectiveness of new equipment is evaluated 
at the point when the corresponding topic has been carried out by the developing 
organization. Moreover, the basic goal of the calculation is either to obtain a 
bonus for the creation of new technology or to obtain substantiated increases in 
prices on new equipment due to the increased effectiveness of such new equipment. 
In such cases, the formulation of scientific and technical policy is not aimed 

at increasing the effectiveness of equipment. 
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In early 1970 the electrical equipment industry was converted to the new system 
of planning and stimulating research and development work. This system is 
based on integrated planning by topic from the very beginning of the effort to 
the mass production of single models. Under the system, the economic effect of 
new equipment is computed before the financing of a given topic commences. The 
amount of financing is made dependent on the magnitude of the economic effect. 





In accordance with the 12 July 1979 decree of the CPSU Central Committee and the 
USSR Council of Ministers "On Improving Planning and Strengthening the Influence 
of the Economic Mechanism on Increasing the Effectiveness of Production and 
Improving Work Quality," all branches of industry must now be converted to a 
Similar system of planning and stimulation. Henceforth the topics of research 

and development work will in large measure be determined by the effectiveness of 
the equipment. Primary emphasis will be placed on improving the very methods that 
are used to determine the effectiveness of the equipment. 


As has been repeatedly emphasized, the socioeconomic rather than the economic 
effectiveness of new technology must be determined. Let us demonstrate yet another 
advantage to the calculation of this specific kind of effectiveness. 


In practice the leadership of branch scientific research institutes frequently 
demands economically effective activity of all its scientific subdivisions. It 
makes this demand in particular on the subdivisions that are responsible for 
devising branch methods. In some branches of industry, this activity accounts for 
30 percent of the cost of scientific research work. 


The basic task of the branch methods documents is to improve the management of a 
branch, association, enterprise, shop, etc. But not every improvement in manage- 
ment results in a saving of labor inputs. Improvements are frequently intended 
either to eliminate existing shortcomings in the system of management or to 
maintain the quality of this system at an ever rising socially normal level. In 
both instances, the improvement in management does not reduce the individual 

cost of production below the level of socially necessary costs. Here losses are 
either eliminated or averted. Therefore the branch methods documents either do 
not produce any economic effect whatsoever and if there is an economic effect, 
there is no clear way of measuring it (the existing Methods to not offer the 
appropriate formulas for computing it). From the standpoint of socioeconomic 
effectiveness, it is important that certain features of the management system proper 
are improved even if such improvement does not lower costs. At the same time, 

it is essential to see to it that the cost of developing the documents does not 
exceed the socially necessary costs. Naturally if the use of a methods document 
results in lower production costs, this reduction should be calculated if possible. 
However the absence of such a saving does not in any way mean that the given 
subdivisions are doing a poor job. 


The picture is similar for institutes engaged in basic research. Here too it is not 
proper to demand that the economic effectiveness of this research be determined 

in all instances (even though an attempt must be made to determine the given effect 
when such research is economically effective). 


Let us now discuss another important aspect of the improvement of the existing 
practice of determining the effectiveness of new equipment: on the choice of a 
basis for comparison in the determination of the economic effect. All conclusions 
will also hold true for the calculation of the socioeconomic effect. 
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According to the existing Methods, the cost of using the best available design 

of equipment or of using equipment that can be purchased abroad or produced under 
license must be chosen as the basis for comparison in the calculation of the 
economic effect to the national economy. A basis for comparison is necessary 

in determining socially necessary expenditures on the performance of work with the 
aid of new equipment. The given choice of baseline technology is on the whole 
correct since it orients the developers of new technology toward surpassing the 
highest existing technological levels. At the same time, such an approach often 
needs to be updated. When development is a prolonged process and the orientation is 
toward the best available technology, in branches with rapid rates of technical 
progress the result may be the creation of equipment that is already obsolete 
because this orientation does not take into account potential research that has 

not yet been embodied in plans or licenses. At the same time, it would be incorrect 
to select different variants of forecast technology as a basis for comparison. It 
is entirely possible that the rapid modification of available equipment that is 
below the world standard may render its temporary use effective. 


Therefore, as a basis for comparison, it is essential to select not the cost of 
using one specific type of technology but rather the cost of social labor that 
would be necessary to obtain the same physical results over time as would be obtained 
from the use of new technology (in the absence of the latter). This approach 
equates socially necessary expenditures at the beginning of the given period with 
the cost of using existing equipment which the new equipment must replace. 
Subsequently the level of these costs is determined by the potential for the prod- 
uction and diffusion of equipment on the drawing board or the possibility of 
acquiring it abroad and subsequently by indicators of forecast technology. When 
the requirement for a given type of technology can be satisfied by several 
variants (for example, by the production of equipment under license or on the 
basis of in-house research and development work), minimum costs must be chosen 

as the socially necessary (base) level of costs. 


Thus the determination of the basis for comparison should be based on forecasts of 
scientific and technical progress in our country and elsewhere. In the early 
stages of development of new technology, there is a need for the forecasting of 
its technical and economic indicators and of the social and economic consequences 
of its use. Consequently, substantiated calculations of the effectiveness of new 
technology for the formulation of scientific and technical policy are possible only 
if there is a well organized system for the continuous forecasting of STP. Such a 
system does not exist at present. The creation of such a system is an important 
scientific and practical task. The existence of a system of forecasts will 

make it possible to take the time factor into account to a much greater degree in 
calculations of the effectiveness of new technology. The calculation techniques 
in the existing Methods are clearly insufficient. 


The national economic effect can only be planned as an accounting indicator but not 
as a mandatory indicator. This is because the basis for comparison in determining 
the national economic effect is always approximate and therefore cannot subsequently 
be monitored during the actual utilization of new equipment. 


The cost accounting effect (economic or preferably socioeconomic) of new equipment 
should be the mandatory indicator of its effectiveness. The existing Methods 
envisage the planning of all components of the summary cost accounting effect to 
the enterprise but not the effect itself. 
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According to the Methods, the summary cost accounting effect to the enterprise 
from the production and use of new equipment is determined according to the 
formula 


3,= SAN, — E.SAK, 





(4) 


where 9:is the summary cost accounting effect to the enterprise from the production 
and use of new equipment in tth year; ZAI],is the growth of profit (reduction of the 
enterprise cost of production) due to all measures in the plan for new technology 
in tth plan year;ZAK is capital investments in all measures under the new 
technology plan of tth year; and Es is the normative coefficient of effectiveness 
of capital investments (0.15). 


In turn, the planned growth of profit from the production of new equipment is 
calculated according to the formula 


AT, = (LL, — Cr) -Ar — (Ls — Cr) - As, (5) 


where LI, and C, are wholesale price (excluding turnover tax) and the enterprise 
cost of production of new equipment in tth plan year; Ll, and C, are wholesale price 
(excluding turnover tax) and enterprise cost of production per unit of equipment 

to be replaced during the year preceding the introduction of new equipment; and A, 
and A, are the volume of production of new equipment in tth plan year and of 
equipment to be replaced in the year preceding the introduction of new equipment 

in physical units. 


Similarly, the planned reduction of the enterprise cost of production or the 
growth of profit from the introduction of new production techniques, mechanization 
and automation, the scientific organization of labor and from the utilization of 
new equipment by the customer are calculated according to the formula 


AC, = (C, — C,) - Ay, (6) 


where ACiis the planned reduction of the enterprise cost of production or the 
growth of profits in tth year; C, andC, are the enterprise cost of production of 

a unit of output in tth plan year and in the year preceding the introduction of 
new equipment (or the volume of sold products )*; and A, is the volume of production 
in tth plan year in physical units. 


When ~\!l, is calculated on the basis of formula (4), the results are summed on the 
basis of formulas (5) and (6). 


Obviously, the summary cost accounting effect determined on the basis of formula (4) 
cannot be a mandatory indicator since it sums up the results of economic activity 





*There is no parenthetical note in the existing Methods. Its absence can be 
attributed either to misunderstanding or to the equating of the reduction in the 
enterprise cost of production from the introduction of new equipment with the 
increase in profit resulting therefrom. In the latter case, the analysis does not 
embrace all the numerous situations when with the introduction of new equipment the 
customer produces higher quality products at a higher price. 
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of both the producers and the users of new equipment. To date, this indicator has 
not been applied in practice. 


Naturally the effect of new equipment to the producer (5) and the user (6) can 

be specified by directive. However these indicators do not reflect the economic 
effect of the new equipment to the national economy and may be at variance with it. 
The basic reason for such a disparity is the fundamentally different basis of 
comparison in the calculations of these effects. In the determination of the 
national economic effect, the basis for comparison is the equipment that might 

be available if no new equipment is produced while the basis for comparison in 

the calculation of effect based on formulas (5) and (6) is the equipment in use 

in the preceding period. Moreover, unlike the national economic effect in 

formulas (5) and (6), the magnitude of the socially normal profit from one-time 
expenditures on production or the use of new equipment(E,K)is not taken into account. 
Such profit is taken into account only in the summary cost accounting effect, which 
is impossible in the case of planning by directive. 


As already stated, the cost accounting effects of new equipment to the producer and 
the user must be calculated as net profit obtained as a result of the production or 
use of this equipment. In order that the cost accounting effects correspond to the 
national economic effect, it is important that payments for capital coincide with 
normative coefficient Es,and that the prices on new equipment be formulated with 
regard to its national economic effect. 


At the present time, according to the effectiveness criteria of STP, the activity 
of organizations is evaluated on a limited scale. Most of the experience has been 
amassed in the evaluation of the activity of a number of branch scientific research 
institutes according to the actual effectiveness of scientific research work 
performed by them. 





Under the existing Methods, the actual economic effect of new technology is determined 
by the same methods that are used to determine the projected (forecast, expected) 
economic effect to the national economy but with due regard to the actual data. 

The share of the actual effect of new technology resulting from the activity of a 
given research institute is ascertained on the basis of the Basic Guidelines for 
Determining the Economic Effectiveness of Scientific Research Work [8]. According 

to these guidelines, 30-50 percent of the total effect is associated with the 
activity of the research institutes. A more concrete quantity is established on 

the basis of expert assessments and methods cited in the literature. 


It should be noted that the effect calculated in this way is only partly factual. 
Many of the data used in determining the effect are estimated. The volume of 
production of new equipment, its operating costs and productivity are factual 
quantities. Obviously, everything concerning baseline technology is a calculation 
which if true was true only in the past. 


The existing Methods envisage the coordination of the actual effect with the major 
users of new equipment and its ratification by the planning and economic services 
of organizations and enterprises. Of course, such a procedure cannot ensure that 
the effect calculated by these methods will be truly factual. The difficulty of 
making calculations is aggravated by shortcomings in the existing system of 

cost accounting at enterprises and in organizations. 
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In order to truly monitor the actual effectiveness of new technology, it is 
necessary to modify the methods used to determine this effectiveness. It is 
necessary to verify the actual magnitude of the cost accounting rather than the 
national economic effect. It is specifically the actual cost accounting effect 
that must serve as the major indicator of the factual effectiveness of new 
technology. Owing to the estimated character of the factual national economic 
effect of new technology, it will be an auxiliary albeit important indicator. 

We must also continue to develop methods for distributing the effect of new 
equipment among organizations that participate in its development and introduction. 


Indicators of the effect of new equipment are widely used in the stimulation of 
its development and use. Let us examine two types of stimulation: the consider- 
ation of the economic effect of new technology in pricing and the granting of 
bonuses for new equipment. 


According to the Methods for Determining Wholesale Prices on New Producer Goods 
[9], prices on new equipment intended to replace previously developed equipment 
are established according to the formula 


U..=L,+H,, (7) 


where Il. is the wholesale price on new equipment; Ll, is the lower limit of price 
on new equipment, computed as the sum of the enterprise cost of production and 
normative profit proportional to the capital-output ratio of the equipment (the 
norms are differentiated from branch to branch); in the event it is impossible 

to determine the capital-output ratio, normative profit is established in 
proportion to the enterprise cost of production); and Ha is the incentive-type 
markup in price in the form of additional profit. 


The incentive-type markup is introduced depending on the magnitude of the economic 
effect of new equipment. Thus, the greater the economic effectiveness of equipment, 
the higher is the price of it. This fact also stimulates the production of new 
equipment in some measure. The given pricing principle has been used since 1969. 
Practice has proven the viability and substantiation of the principle. The 
establishment of the incentive-type markup depending not on the economic but on 
the socioeconomic effect of new equipment is proposed for the further development 
of this principle. It is also necessary to eliminate the disparities that exist 
between the principles governing the selection of a basis for comparison in the 
determination of the effect in the existing Methods and the principles used in 
making this selection in the pricing methods under examination. 


The awarding of bonuses and payments for the creation and introduction of new 
equipment, inventions and innovations are the broadest area of application of the 
existing Methods. The size of the bonuses usually depends on the magnitude 

of the annual actual effect of new equipment to the national economy measured 

on the basis of a special scale. 


The noted shortcomings in the methods used to determine the effectiveness of new 
technology unquestionably influence the substantiation of the bonuses and the 
correctness of the orientation of developers of new equipment toward various 
technical solutions. Let us point out one more circumstance that is associated 
with the awarding of bonuses for new equipment and that makes it difficult to 
improve the methods used in determining its effectiveness. 


63 


In order to award bonuses to the developers of new equipment, it is necessary to 
submit documented confirmation of the magnitude of ali indicators present in the 
calculation of its national eccunomic effect’. Scientific workers--project- 
planners, designers, technologists, and other specialists involved in the 
development of new equipment--use wage norms, prices, etc., to calculate its 
effect. To say nothing of the fact that these norms are often far from the 
actual costs, they are imputed to the present whereas the new equipment will be 
produced and used in the future. Therefore, calculations of the effectiveness 
of new equipment based on supposedly accurate data are in actuality far from 
reality. In particular, it is essential to consider changes in wages, in fuel 
prices, components, etc. 


Thus, calculations of the effectiveness of new technology must be based not on 
existing normative data but on forecast or plan indicators. In order that the 
forecast data not serve as a means of overstating the effect of new technology 

and of obtaining larger bonuses, the bonuses themselves should be awarded for 

the planned and not for the projected effect (we recall that the so-called factual 
effect of new technology is its projected effect corrected on the basis of certain 
factual data). 


Naturally the adoption of such a bonus system will require the planning of the 
effectiveness of new technology. If the planned cost accounting effect of new 
technology is used as the major mandatory planned indicator of its effectiveness, 
the awarding of bonuses must be made dependent on this specific type of effect. 
Since the cost accounting effect of new technology (net profit) can be monitored by 
factual data, the size of the bonuses can become truly substantiated. 


One more important step forward in the improvement of the system of awarding 
bonuses for the development and introduction of new equipment is the abolition of 
the existing scale of dependence of the size of the bonus on the economic effect of 
the equipment. The scale is such that the greater the effect of the new equipment, 
the lesser will be the share of each ruble of effect earmarked for bonuses. This 
promotes the development of numerous minor improvements in equipment rather than 
fundamentally new technical solutions offering a major effect. 


The questions we have examined show that a system for managing the effectiveness of 
new technology has not been developed to date. There are individual elements in 
the system that are not sufficiently interconnected and that require significant 
improvement. Such a system must become an integral part of the system of 
management of all social production, but this requires a major scientific and 
practical effort. The existing experience gained in the management of the 
effectiveness of new technology in our country shows that management practice 





*According to the existing Methods, calculations of the annual economic effect of 
development and introduction of new equipment in connection with the determination 
of the size of bonuses are ratified: (a) by heads of ministries, departments, 
krayispolkoms and oblispolkoms in the case of bonuses paid from the centralized 
fund; and (b) by the heads of given organizations and enterprises when bonuses are 
paid from funds left at the disposal of organizations and enterprises. When the 
annual economic effect exceeds 2 million rubles, the calculations are coordinated 
with the USSR State Committee for Science and Technology 
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itself frequently generates new and fruitful ideas on the improvement of manage- 
ment technique. It is only important that the direction of the practical steps 
coincide with the developed and recognized principles in the theory of effective- 
ness of new technology. 


Of course, the management of the effectiveness of STP does not boil down to the 
problem of managing new technology. At the present time, there is active work in 
progress on the development of the methodology and methods of determining the 
economic and socioeconomic effectiveness of integrated programs of scientific and 
technical progress and the management of the effectiveness of these programs. 

The effectiveness of the structural changes in the economy under the influence of 
the STP is another intensively elaborated problem. Finally, much attention is 
devoted to the determination of the influence of STP in general and of its individual 
directions on the effectiveness of social production. 
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